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REVIEW  OF  A  GAO  REPORT  ON  CENSUS 
BUREAU  FINANCIAL  MANAGEMENT 


THURSDAY,  JUNE  9,  1994 

House  of  Representatives, 
Subcommittee  on  Census,  Statistics 

AND  Postal  Personnel, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  1:06  p.m.,  in  room 
311,  Cannon  House  Office  Building,  Hon.  Thomas  C.  Sawyer  (chair- 
man of  the  subcommittee)  presiding. 

Members  present:  Representatives  Sawyer,  Wynn,  and  Petri. 

Mr.  Sawyer.  The  subcommittee  will  come  to  order. 

We  are  here  this  afternoon  to  discuss  the  findings  from  the  GAO 
review  of  the  Bureau's  financial  operations.  This  is  the  first  of  a 
three-part  effort  to  examine  management  and  decisionmaking 
structure.  The  latter  two  portions  of  this  effort  will  continue  later 
on  in  the  year. 

As  far  as  today's  work  goes.  Congressman  Petri  and  I  asked  GAO 
to  undertake  this  work  at  the  beginning  of  the  year.  We  were  con- 
cerned that  the  Bureau  might  not  have  as  fully  developed  a  system 
or  set  of  practices  as  is  necessary  to  manage  the  diversity  of  its 
many  important  programs.  It  is  not,  of  course,  to  call  into  question 
the  professional  competence  of  those  programs  themselves  or  the 
people  or  the  skills  that  they  bring  to  the  position,  but  rather  try- 
ing to  manage  the  myriad  operations  that  are  going  on  at  the  same 
time. 

What  really  triggered  our  concern  was  the  recovery  of  significant 
unspent  funds  2  years  in  a  row.  From  a  distance  it  is  probably  true 
that  anyone  who  was  looking  at  the  circumstances  could  conclude 
only  that  the  Bureau  just  didn't  have  mechanisms  in  place  to  know 
how  much  money  it  really  needed,  how  much  it  was  spending,  and 
specifically  for  what  purpose;  or,  it  was  keeping  aside  dollars  for 
a  rainy  day  without  letting  either  the  Congress  or  the  administra- 
tion know. 

It  appears  that  the  problem  is  largely  a  systemic  one  in  nature. 
That  is  not  to  say  that  there  is  not  a  problem,  but  rather  it  is  the 
kind  of  thing  that  can  be  solved  with  technical  and  human  inter- 
vention. But  the  point  is  that  the  problem  has  to  be  fixed  because 
the  Bureau  has  important  work  to  do  now.  The  time  line  in  the  de- 
cennial process  is  at  a  critical  juncture  and  it  is  important  that  Bu- 
reau be  able  to  demonstrate  that  there  isn't  still  a  big  pot  of  money 
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unspent  waiting  to  be  discovered  out  there.  It  is  a  question  of  credi- 
bility and  it  is  a  classic  one  within  the  legislative  and  appropria- 
tions processes. 

But  it  is  clear  that  decisive  action  is  needed  right  now  because 
1995  is  a  key  year.  The  tests  of  statistical  and  procedural  innova- 
tions are  critical  to  the  success  of  2000  and  it  is  critical  that  the 
Congress  have  the  kind  of  confidence  needed  to  invest  in  those 
tools  if  2000  is  going  to  be  what  it  really  can  be. 

I  can't  let  the  opportunity  go  by  without  mentioning  that  I  think 
part  of  the  difficulty  may  have  to  do  with  the  continuing  lack  of 
a  Director.  We  decided  to  go  ahead  with  GAO  in  the  hopes  that  we 
would  be  able  to  present  a  new  Director  with  recommendations 
upon  which  to  act,  and  frankly  I  think  all  of  us  watching  this  are 
kind  of  at  a  loss  to  explain  lack  of  visible  progress  toward  that  end. 

We  do  have  a  recently  confirmed  Assistant  Secretary  here  today 
and  I  think  it  is  important  to  note  the  Commerce  Department's  in- 
terest in  the  topic  of  today's  hearing.  I  am  pleased  also  to  welcome 
back  Acting  Director  Harry  A.  Scarr,  who  continues  to  do  an  admi- 
rable job  of  moving  the  Bureau  forward  toward  new  frontiers. 

I  look  forward  to  the  testimony  of  each  of  our  witnesses. 

I  understand  Mr.  Petri  will  not  be  able  to  stay  for  the  entire  pe- 
riod of  the  hearing,  so  let  me  turn  to  him  now  for  an  opening  state- 
ment. 

Mr.  Petri.  Thank  you,  Mr.  Chairman. 

I  would  like  to  second  your  remarks  particularly  about  filling 
these  vacant  slots.  It  makes  it  hard  on  the  day-to-day  level  for  staff 
here  in  the  subcommittee  and  others  who  are  trying  to  play  out  of 
the  same  book  on  most  things,  but  to  not  have  someone  that  they 
can  look  to  for  some  guidance  in  the  administration  in  some  of 
these  policymaking  slots,  we  are  forced  to  go  ahead  on  our  own  and 
at  the  last  minute  we  get  a  "Hey,  wait  a  minute;  what  are  you  guys 
doing?"  signal  back.  So  it  has  consequences,  and  mistakes  or  mis- 
understandings compound  because  of  a  lack  of  someone  to  commu- 
nicate with. 

I  would  like  to  thank  you  for  holding  this  hearing,  and  also  the 
GAO  for  its  work  in  this  area.  In  an  age  when  we  increasingly  rely 
on  Census  Bureau  programs  in  formulating  public  policy,  it  is  criti- 
cal the  Bureau  act  responsibly  in  managing  its  programs  and  its 
finances.  By  putting  its  budget  house  in  order,  the  Bureau  can  re- 
store its  credibility  and  assure  there  will  not  continue  to  be  signifi- 
cant unexpected  recoveries  made  from  leftover  funds  in  the  future. 

As  the  GAO  mentions  in  its  prepared  testimony,  the  Bureau  does 
plan  to  elevate  responsibility  for  financial  management  to  the  prin- 
cipal associate  director  level  when  it  reorganizes  later  this  month. 
That  change  should  help. 

But  certainly  essential  to  that  endeavor  is  nomination  and  con- 
firmation of  a  new  Census  Bureau  Director  and  Commerce  Depart- 
ment Under  Secretary  of  Economic  Afi"airs.  I  would  like  to  express 
my  deep  concern  about  the  administration's  lack  of  attention  to  fill- 
ing these  important  leadership  positions.  No  reorganization  can  be 
complete  until  a  new  Census  Bureau  Director  is  in  place. 

I  look  forward  to  hearing  about  the  Bureau's  progress  in  this 
area. 

Thank  you,  Mr.  Chairman. 


Mr.  Sawyer.  Our  first  panel  is  led  by  William  M.  Hunt,  Director 
for  GAO's  General  Government  Division,  Federal  Management  Is- 
sues. 

Mr.  Hunt,  if  you  would  identify  your  colleagues  for  the  record,  I 
am  sure  it  will  help. 

STATEMENT  OF  WILLIAM  M.  HUNT,  DIRECTOR,  FEDERAL  MAN- 
AGEMENT ISSUES,  GENERAL  GOVERNMENT  DIVISION,  U.S. 
GENERAL  ACCOUNTING  OFFICE,  ACCOMPANIED  BY  BRUCE 
E.  JOHNSON,  ASSISTANl'  DIRECTOR,  INFORMATION  AND 
STATISTICAL  POLICY;  AND  JACK  KAUFMAN,  SENIOR  EVAL- 
UATOR 

Mr.  Hunt.  Thank  you,  Mr.  Chairman. 

To  my  right  is  Bruce  Johnson,  Assistant  Director  responsible  for 
information  and  statistical  policy  work,  and  to  my  left  is  Jack 
Kaufman,  who  is  probably  our  foremost  specialist  on  census  issues. 
He  has  been  working  on  these  issues  since  the  late  1970's.  So  it 
is  very  important  every  time  I  am  here  I  have  Jack  Kaufman  here 
because  he  is  really  the  institutional  knowledge  and  memory  in  the 
census  area. 

With  your  permission,  I  will  summarize  my  statement  and  re- 
quest that  the  full  text  of  my  written  testimony  be  included  in  the 
hearing  record. 

Mr.  Sawyer.  Without  objection. 

Mr.  Hunt.  We  are  pleased  to  be  here  today  to  discuss  two  key 
management  issues:  the  first  dealing  with  the  Bureau's  recent  ac- 
tions to  recover  unliquidated  obligations;  that  is,  obligations  in- 
curred but  not  paid;  the  second  in  relation  to  the  Bureau's  impend- 
ing reorganization. 

Turning  first  to  the  recovery  issue,  as  part  of  our  work  we  re- 
viewed the  Bureau's  procedures  and  practices  for  obligating  and  re- 
covering funds.  Specifically,  we  examined  all  recovered  unliqui- 
dated obligations  of  more  than  $200,000  that  the  Bureau  made 
from  August  1993  through  January  1994.  We  also  reviewed  all  of 
the  Bureau's  unliquidated  obligations  of  more  than  $100,000  as  of 
January  31,  1994. 

In  fiscal  years  1993  and  1994,  the  Bureau  was  faced  with  a  total 
of  $74  million  in  congressional  budget  reductions.  To  supplement 
its  budget  and  maintain  its  operations  without  reducing  personnel, 
the  Bureau  initiated  a  major  effort  to  recover  no-year  funds  that 
were  not  needed  to  pay  unliquidated  obligations. 

Recognizing  the  likelihood  that  the  Bureau  would  be  able  to  re- 
cover additional  funds  in  fiscal  year  1994  over  and  above  what  the 
Bureau  had  estimated  in  its  formal  budget  submission,  both  the 
House  and  Senate  Appropriations  Committees  encouraged  the  Bu- 
reau's effort.  As  a  result  of  its  review,  the  Bureau  recovered  $52 
million  from  unliquidated  obhgations  that  had  built  up  primarily 
as  a  result  of  deficiencies  in  financial  management. 

The  effect  of  these  deficiencies  caused  the  Bureau's  budget  sub- 
missions to  Congress  and  to  the  Department  of  the  Treasury  to 
show  a  need  for  more  appropriations  than  were  actually  required. 

For  example,  in  its  fiscal  year  1993  submission,  the  Bureau  esti- 
mated it  would  use  $3.4  million  in  recovers  to  fund  its  programs 
but  actually  recovered  $22  million.  In  fiscal  year  1994,  the  Bureau 


estimated  it  would  recover  $4  million,  but  as  of  March  31,  1994, 
had  recovered  about  $30  million. 

Several  of  the  Bureau's  programs,  such  as  the  decennial  census, 
require  several  years  to  complete.  To  pay  for  such  programs,  the 
Bureau  receives  appropriations  known  as  no-year  funds  which,  un- 
like salary  and  expense  appropriations,  are  available  for  an  indefi- 
nite period  of  time. 

When  no-year  funds  previously  obligated  for  specific  purposes  are 
not  spent,  they  can  be  deobligated  or  recovered  and  used  for  other 
related  program  activities  in  subsequent  fiscal  years.  For  example, 
in  fiscal  year  1994  the  Bureau's  total  budget  is  $238  million,  of 
which  $110  million  are  no-year  funds. 

Federal  internal  control  procedures  require  that  unliquidated  ob- 
ligations be  recovered  as  soon  as  it  is  evident  that  the  funds  are 
no  longer  needed  for  the  activity  for  which  they  were  obligated. 

The  Bureau's  failure  to  periodically  recover  such  unliquidated  ob- 
ligations distorts  its  request  for  funds  and  inhibits  its  budget  prep- 
aration. In  recent  years,  the  Bureau  has  not  followed  Federal  inter- 
nal control  procedures  requiring  recovery  of  funds.  This  allowed  the 
Bureau  to  build  up  a  substantial  reserve  of  funds  from  prior  years' 
unliquidated  obligations. 

Most  of  these  funds  were  obligated  for  the  1990  decennial  census 
and  should  have  been  recovered  on  a  more  timely  basis.  The  Bu- 
reau allowed  obligations  for  projects  to  remain  unliquidated  long 
after  the  projects  were  completed. 

Let  me  share  several  examples  which  illustrate  the  problem. 

In  fiscal  year  1984  the  Bureau  issued  a  contract  for  computer 
maintenance  for  which  funds  were  obligated  annually  through  fis- 
cal year  1991  when  total  obligations  amounted  to  $33  million.  The 
Bureau's  Finance  Division  files  indicated  that  the  last  payment  for 
this  contract  was  made  in  December  1991.  No  unliquidated  obliga- 
tions were  recovered  against  this  contract  until  fiscal  year  1993,  2 
years  after  contract  completion,  when  the  Bureau  recovered  obliga- 
tions from  8  different  years  totaling  $2.7  million  from  initial  obliga- 
tions made  as  early  as  1985. 

In  another  case,  from  1982  through  1990,  the  Bureau  accumu- 
lated unliquidated  obligations  totaling  between  $10  and  $11  million 
for  potential  unemployment  compensation  claims  from  temporary 
decennial  census  workers.  Because  of  incomplete  and  conflicting 
Bureau  records,  we  were  unable  to  determine  the  precise  amount 
of  unemployment  compensation.  However,  we  do  know  that  these 
unliquidated  obligations  included  funds  from  both  the  1980  and 
1990  decennial  censuses. 

We  also  found  when  unemployment  claims  are  received  and  paid, 
the  Bureau  was  unable  to  match  these  claims  to  the  original  alloca- 
tions, and  as  a  consequence  created  new  duplicative  obligations. 

As  a  result,  the  original  $10  to  $11  million  in  obUgations  re- 
mained on  the  books  until  August  and  December  1993  with  some 
of  the  obligations  dating  back  11  years. 

In  a  final  example,  in  1989  the  Bureau  obligated  $4.1  million  to 
a  vendor  for  eight  printing  projects.  By  1990  the  vendor  had  com- 
pleted the  printed  materials  for  all  eight  projects  at  a  cost  of 
$300,000.  Despite  the  substantial  difference  between  the  estimated 


and  actual  costs,  no  adjustments  were  made  to  the  original  obliga- 
tions and  the  Bureau  did  not  recover  the  $3.8  million  remaining 
from  the  original  obligations  until  August  1993,  about  3  years  after 
the  work  was  completed. 

Looking  towards  the  future,  our  work  indicates  that  in  the  next 
few  fiscal  years,  the  Bureau  will  not  have  the  same  level  of  unliqui- 
dated obligations  to  recover  as  it  did  in  fiscal  1993  and  fiscal  year 
1994. 

First,  the  Bureau's  recovery  of  $52  million  so  far  in  fiscal  1993 
and  1994  appears  to  have  significantly  reduced  the  universe  of  po- 
tentially recoverable  funds. 

Second,  in  the  next  several  fiscal  years,  the  Bureau's  no-year 
funding  level  will  be  substantially  lower  than  it  was  during  the 
peak  years  of  the  1990  decennial  census,  and  therefore  the  Bureau 
will  be  obligating  fewer  funds. 

The  Department  of  Commerce  and  the  Bureau  have  taken  steps 
to  address  some  of  the  problems  that  led  to  the  delays  in  recovering 
unliquidated  obligations.  For  example,  in  January  1994  the  Bureau 
initiated  a  system  for  periodically  reviewing  its  unliquidated  obli- 
gations. 

To  encourage  more  timely  recovery  of  funds,  the  Bureau  also  re- 
vised its  longstanding  policy  of  allowing  program  officials  to  reallo- 
cate recovered  funds. 

This  process  has  now  been  centralized,  and  senior  Bureau  man- 
agement are  responsible  for  deciding  how  the  recovered  funds  will 
be  reallocated.  Although  the  Bureau  instituted  corrective  actions  to 
prevent  the  continued  pattern  of  building  reserves  of  unliquidated 
obligations,  it  needs  to  do  considerably  more  to  improve  its  overall 
financial  management  system. 

Commerce  is  developing  a  new  accounting  system  that  Bureau 
officials  hope  will  address  its  accounting  deficiencies.  Commerce 
plans  a  series  of  pilots  to  test  its  new  system,  and  the  Census  Bu- 
reau has  been  selected  to  be  one  of  the  pilot  agencies.  The  target 
date  for  full  implementation  of  the  new  system  is  1997. 

In  our  review  of  the  recovery  of  unliquidated  obligations,  we 
identified  a  number  of  deficiencies  that  reflect  in  our  judgment  an 
overall  lack  of  emphasis  on  financial  management  and  control  at 
the  Bureau. 

The  deficiencies  we  identified  included  inadequate  recordkeeping, 
lack  of  effective  internal  controls,  lack  of  communication  between 
the  finance,  budget  and  program  offices,  and  imprecise  estimates  of 
obligations,  compounded  by  a  lack  of  adjusted  obligation  estimates 
when  warranted.  These  problems  further  reinforce  and  echo  a  long- 
standing GAO  and  Commerce  IG  concern  about  financial  manage- 
ment at  the  Bureau. 

Before  the  1980  decennial  census,  we  reported  that  the  Bureau's 
budgets  in  some  instances  were  based  on  inaccurate  or  inadequate 
data  and  its  accounting  records  did  not  accurately  reflect  the  plan- 
ning costs  for  the  census. 

Our  review  of  the  Bureau's  preparations  for  and  the  execution  of 
the  1990  decennial  census  revealed  inadequacies  in  the  accounting 
system  that  made  it  difficult  to  determine  the  actual  cost  of  decen- 
nial census  activity. 
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The  Commerce  Department  IG  has  also  warned  of  weaknesses  in 
the  Bureau's  accounting  system  including  insufficient  review  of  the 
status  of  obligations.  As  recent  as  February  1994,  the  inspector 
general  noted  major  deficiencies  in  the  Bureau's  internal  controls 
that  precluded  the  Bureau  from  producing  final  reports  that  were 
auditable. 

Let  me  now  briefly  turn  to  the  Bureau's  pending  reorganization. 

The  reorganization  is  to  take  effect  at  the  end  of  June  1994.  It 
is  designed  to  improve  strategic  planning  and  financial  accounting 
and  to  prepare  the  Bureau  for  reengineering  the  way  it  does  busi- 
ness. 

The  Bureau  believes  that  the  reorganization  plan  will  enable  it 
to  better  integrate  its  administrative  and  program  areas  by  estab- 
lishing two  principal  associate  directors.  One  of  the  key  responsibil- 
ities envisioned  for  these  principal  associate  directors  will  be  to  end 
the  longstanding  fragmentation  of  organizational  units.  One  associ- 
ate will  oversee  administrative  matters  and  serve  as  the  chief  fi- 
nancial officer. 

The  other  associate  will  oversee  all  demographic  and  economic 

programs. 

One  of  the  most  encouraging  aspects  of  the  reorganization  is  the 
increased  emphasis  it  places  on  financial  management  which  I 
have  been  discussing  considerably  here  this  afternoon. 

In  establishing  the  position  of  chief  financial  offiicer,  the  reorga- 
nization plan  significantly  elevates  the  level  of  responsibility  for  fi- 
nancial management.  The  organization  also  raises  to  a  higher  level 
the  position  of  comptroller,  which  has  responsibility  for  overseeing 
the  Bureau's  finance  and  budget  activities.  The  comptroller's  posi- 
tion was  created  in  March  1992,  but  unfortunately,  after  2  years, 
it  remains  unfilled. 

Another  important  aspect  of  the  planned  reorganization  is  the 
creation  of  an  Office  of  Planning  and  Organizational  Development 
headed  by  an  Associate  Director.  This  will  give  the  Bureau  for  the 
first  time  an  office  devoted  specifically  to  strategic  planning.  This 
office  will  also  be  responsible  for  guiding  the  Bureau  in  its  efforts 
to  reengineer  the  way  it  does  its  business. 

However,  the  reorganization  should  not  be  viewed  as  a  substitute 
for  leadership  and  effective  management.  Improving  Bureau  oper- 
ations will  also  require  filling  the  positions  created  by  the  reorga- 
nization with  skilled  managers. 

The  joint  challenges  of  achieving  the  goals  of  the  planned  reorga- 
nization, including  the  needed  improvement  in  financial  manage- 
ment as  well  as  the  important  efforts  to  reform  the  decennial  cen- 
sus, are  compounded  by  the  continued  lack  of  a  confirmed  and  fully 
vested  Census  Bureau  Director.  We  also  note  that  the  position  of 
Commerce  Secretary  for  Economic  Affairs,  to  whom  the  Bureau  Di- 
rector reports,  remains  unfilled.  Both  of  these  positions  have  been 
vacant  for  a  year  and  a  half. 

In  closing,  Mr.  Chairman,  the  importance  of  sound  management 
at  the  Bureau  cannot  be  overemphasized.  Sound  financial  manage- 
ment is  essential  to  restore  and  maintain  the  Bureau's  credibility. 
In  our  view,  the  Bureau  needs  to  address  its  financial  management 
problems  promptly.  It  must  demonstrate  to  Congress  and  to  the 
public  that  it  has  gotten  control  of  its  finances,  and  has  an  effective 


financial  and  accounting  system  in  place  to  properly  manage  the 
additional  hundreds  of  millions  and  billions  of  dollars  that  will  be 
needed  beginning  in  the  late  1990's  as  2000  census  activities  get 
under  way. 

This  concludes  my  prepared  statement,  Mr.  Chairman,  and  my 
colleagues  and  I  will  be  pleased  to  answer  any  questions  that  you 
might  have. 

[The  prepared  statement  of  Mr.  Hunt  follows:] 


Prepared  Statement  of  William  M.  Hunt,  Director,  Federal  Management 
Issues,  General  Government  Division,  U.S.  General  Accounting  Office 

Bureau  of  the  Census: 
Management  Issues  Require  Prompt  Attention 

Summary  of  Statement  by 

William  M.  Hunt,  Director 

Federal  Management  Issues 

General  Government  Division 

In  fiscal  years  1993  and  1994,  the  Bureau  of  the  Census  was  faced 
with  a  total  of  $74  million  in  congressional  budget  reductions. 
To  supplement  its  budget  and  maintain  its  operations  without 
reducing  personnel,  the  Bureau  initiated  a  major  effort  to 
recover  no-year  funds  that  were  no  longer  needed  to  pay 
unliquidated  obligations.   The  Bureau  was  able  to  make  up  a 
sizable  portion  of  the  congressional  budget  reductions  by 
recovering  $52  million  from  unliquidated  obligations  that  had 
built  up  primarily  as  a  result  of  deficiencies  in  financial 
management.   The  extent  of  unliquidated  obligations,  which  the 
Bureau  reported  to  be  more  than  $80  million  at  the  beginning  of 
fiscal  year  1993,  could  indicate  financial  management  problems. 
Over  several  years,  these  problems  caused  the  Bureau's  budget 
submissions  to  Congress  and  the  Department  of  the  Treasury  to 
show  a  need  for  more  appropriations  than  were  actually  required. 
Thus,  congressional  decisionmakers  based  decisions  on  incomplete 
information  regarding  the  Bureau's  actual  budgetary  position. 

Although  the  Bureau  has  initiated  some  corrective  actions  to 
prevent  the  continued  accumulation  of  unliquidated  obligations, 
it  needs  to  do  more  to  improve  its  overall  financial  management 
system.   A  failure  to  do  so  could  diminish  the  Bureau's 
credibility  with  Congress. 

The  Bureau  plans  a  reorganization  by  the  end  of  June  1994  to 
improve  strategic  planning  and  financial  management  practices  and 
to  prepare  for  reengineering  the  way  the  Bureau  does  business. 
An  encouraging  part  of  the  Bureau's  plan  includes  elevating  the 
level  of  responsibility  for  financial  management,  which  could 
begin  to  address  the  Bureau's  financial  management  problems.   To 
be  successful,  however,  such  a  reorganized  management  structure 
requires  that  the  position  of  the  Bureau  Director  and  the 
positions  created  by  the  reorganization  be  filled  by  skilled 
managers.   Despite  the  efforts  of  the  Acting  Director,  as  long  as 
the  Bureau  Director  position  remains  vacant,  the  Census  Bureau 
will  be  without  fully  vested  and  authoritative  top  level 
leadership.   This  problem  is  compounded  by  the  vacancy  in  the 
Office  of  the  Under  Secretary  for  Economic  Affairs  in  the 
Department  of  Commerce,  to  whom  the  Director  reports. 


Mr.  Chairman,  Mr.  Petri,  and  Members  of  the  Subcommittee: 

We  are  pleased  to  be  here  today  to  discuss  two  key  Census  Bureau 
management  issues  of  immediate  concern  to  the  Subcommittee.   The 
first  deals  with  the  Bureau's  recent  efforts  to  recover 
unliquidated  obligations  (obligations  incurred  but  not  paid) . 
The  second  relates  to  the  Bureau's  impending  reorganization.   Our 
statement  is  based  on  the  preliminary  results  from  our  ongoing 
examination  of  management  issues  at  the  Bureau,  which  we 
initiated  at  your  request. 

As  part  of  this  work,  we  reviewed  the  Bureau's  procedures  and 
practices  for  obligating  and  recovering  funds.   Specifically,  we 
examined  all  recovered  unliquidated  obligations  of  more  than 
$200,000  that  the  Bureau  made  from  August  1993  through  January 
1994.   We  also  reviewed  all  of  the  Bureau's  unliquidated 
obligations  of  more  than  $100,000  as  of  January  31,  1994.   In 
addition,  we  reviewed  the  Bureau's  plans  for  its  reorganization 
and  discussed  its  objectives  with  senior  Bureau  managers. 

POOR  FINANCIAL  MANAGEMENT  AND  BUREAU  OVERSIGHT 
RESULTED  IN  BUILD  UP  OF  UNLIOUIDATED  OBLIGATIONS 

In  fiscal  years  1993  and  1994,  the  Bureau  was  faced  with  a  total 
of  $74  million  in  congressional  budget  reductions.   To  supplement 
its  budget  and  maintain  its  operations  without  reducing 
personnel,  the  Bureau  initiated  a  major  effort  to  recover  no-year 
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funds  that  were  no  longer  needed  to  pay  unliquidated  obligations. 
Recognizing  the  likelihood  that  the  Bureau  would  be  able  to 
recover  additional  funds  in  fiscal  year  1994,  Congressional 
appropriators  encouraged  the  Bureau's  effort.^  The  Bureau  was 
able  to  make  up  a  sizable  portion  of  the  congressional  budget 
reductions  by  recovering  $52  million  from  unliquidated 
obligations  that  had  built  up  primarily  as  a  result  of 
deficiencies  in  financial  management.   The  extent  of  unliquidated 
obligations,  which  the  Bureau  reported  to  be  more  than  $80 
million  at  the  beginning  of  fiscal  year  1993,  could  indicate 
financial  management  problems.   Over  several  years,  these 
problems  caused  the  Bureau's  budget  submissions  to  Congress  and 
the  Department  of  the  Treasury  to  show  a  need  for  more 
appropriations  than  were  actually  required.   Although  the  Bureau 
has  initiated  some  corrective  actions  to  prevent  the  continued 
pattern  of  building  reserve  funds  of  unliquidated  obligations,  it 


^The  report  of  the  House  Committee  on  Appropriations  states,  "The 
budget  request  for  the  Periodic  Censuses  and  Programs  account 
assumes  recoveries  of  prior  year  obligations  totaling  $4,000,000; 
that  amount  is  also  assumed  in  the  Committee's  recommendation. 
The  Committee  is  aware  that,  based  on  a  recent  review  by  the 
Department  of  Commerce  Inspector  General,  additional  prior  year 
recoveries  of  $10,000,000  or  more  could  be  identified.   Should 
those  deobligations  actually  become  available,  the  Committee 
would  consider  the  redistribution  of  those  amounts  to  items  not 
fully  funded  in  the  accompanying  bill,  subject  to  the  Committee's 
reprogramming  procedures  included  under  section  605  of  the 
accompanying  bill."   H.R.  Rep.  No.  103-157.  103d  Cong.,  1st  Sess. 
(1993).   The  report  of  the  Senate  Committee  on  Appropriations 
states,  "The  Committee  encourages  the  Bureau  of  the  Census  to 
continue  its  aggressive  efforts  to  identify  prior-year  funding 
that  could  be  deobligated  to  meet  other  fiscal  year  1994 
requirements."   S.  Rep.  No.  103-105.  103d  Cong.,  1st  Sess. 
(1993)  . 
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needs  to  do  more  to  improve  its  overall  financial  management 
system.   A  failure  to  do  so  could  diminish  the  Bureau's 
credibility  with  Congress. 

Background  on  the  Bureau's  No-Year  Funds  and 
Financial  Management  Problems 

Several  of  the  Bureau's  programs,  such  as  the  decennial  census, 
require  several  years  to  complete.   To  pay  for  such  programs,  the 
Bureau  receives  appropriations  for  no-year  funds,  which  are 
available  for  an  indefinite  period  of  time.   In  fiscal  year  1994, 
the  Bureau's  budget  was  $238  million--of  which  $110  million  were 
no-year  funds. ^   If  the  Bureau  does  not  need  to  spend  all  of  its 
obligated  no-year  funds,  the  funds  can  be  deobligated  (recovered) 
and  reobligated  in  current  or  subsequent  fiscal  years. 

Recovering  unliquidated  obligations  on  a  timely  basis  is  required 
and  should  be  a  key  function  of  the  Bureau's  management  of  no- 
year  funds.   According  to  federal  internal  control  procedures, 
these  unliquidated  obligations  should  be  recovered  as  soon  as  it 
is  evident  that  the  funds  are  no  longer  needed  for  the  activity 


^The  Bureau's  level  of  no-year  funding  increases  significantly 
during  the  period  it  conducts  decennial  census  activities.   For 
example,  in  fiscal  year  1990,  the  Bureau's  no-year  funding  level 
was  $1.4  billion. 
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for  which  they  were  obligated.^   If  the  Bureau  fails  to 
periodically  recover  such  unliquidated  obligations,  then  it 
distorts  its  requests  to  Treasury  for  funds  and  inhibits  its 
budget  preparation. 

The  Bureau  has  a  history  of  financial  management  problems. 
Before  the  1980  Decennial  Census,  we  reported  that  (1)  the 
Bureau's  budgets  in  some  instances  were  based  on  inaccurate  or 
inadequate  data  and  (2)  its  accounting  records  did  not  accurately 
reflect  the  planning  costs  for  the  Census.*   Our  review  of  the 
Bureau's  preparation  for  and  the  execution  of  the  1990  Decennial 
Census  again  revealed  inadequacies  in  the  Bureau's  accounting 
system  that  made  it  difficult  to  determine  the  actual  cost  of 
decennial  census  activities.   In  1992,  we  reported  that  such 
inadequacies  could  haitper  the  Bureau's  planning  for  the  2000 
Decennial  Census.^ 

In  1987,  the  Inspector  General  of  the  Department  of  Commerce 
warned  of  weaknesses  in  the  Bureau's  accounting  system,  including 


^Title  7  of  GAO's  Policies  and  Procedures  Manual  for  Guidance  of 
Federal  Agencies  (Washington, D.C . :   May  1993). 

^Bureau  of  the  Census'  Procedures  for  the  1980  Decennial  Census 
(GAO/GGD-79-7,  Nov.  9,  1978) . 

^Decennial  Census:   1990  Results  Show  Need  For  Fundamental  Reform 
{GAO/GGD-92-94,  June  9,  1992). 
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insufficient  review  of  the  status  of  obligations.'   In  1990,  the 
Inspector  General  again  reported  that  the  Bureau  had  not 
performed  adequate  verifications  of  the  status  of  obligations.' 
In  that  report,  the  Inspector  General  recommended  that  the  Bureau 
periodically  verify  the  status  of  obligations  and  recover  those 
funds  that  were  no  longer  needed  to  pay  unliquidated  obligations 
or  were  not  supported  by  adequate  documentation.   In  February 
1994,  the  Inspector  General  issued  another  report  that  noted 
major  deficiencies  in  the  Bureau's  internal  controls  that 
precluded  the  Bureau  from  producing  financial  reports  that  were 
auditable.® 

The  Bureau's  Build  Up  of  Unliquidated  Obligations 

In  recent  years,  the  Bureau  has  not  followed  federal  internal 
control  procedures  requiring  timely  recoveries  of  funds.   This 
has  allowed  the  Bureau  to  build  up  a  substantial  reserve  of  funds 


'Census  Accounting  System  Is  Operating  Satisfactorily  But  A  Few 
Improvements  Are  Needed,  Bureau  of  the  Census,  Report  No.  4-012- 
7-010,  U.S.  Department  of  Commerce,  Office  of  Inspector  General 
(Washington,  D.C.:   Sept.  1987). 

''improvements  Needed  Over  the  Control  and  Verification  of  the 
Census  Bureau's  Unliquidated  Obligations,  EAD-0250-0-0009,.  U.S. 
Department  of  Commerce,  Office  of  Inspector  General,  Office  of 
Audits  (Washington,  D.C.:   Sept.  1990). 

^Report  on  the  Financial  Statements  Preparation  and  Auditing 
Survey  of  the  Bureau  of  the  Census,  FSD-5536-4-0001 .  U.S. 
Department  of  Commerce,  Office  of  Inspector  General,  Office  of 
Audits,  Financial  Statements  Division  (Washington,  D.C. :   Feb. 
1994)  . 


83-196  0-94-2 
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from  prior  years'  unliquidated  obligations.   When  faced  with  $74 
million  in  funding  cuts  in  fiscal  years  1993  and  1994,  the  Bureau 
was  able  to  supplement  its  budget  by  recovering  about  $52  million 
from  this  reserve  of  funds.   Most  of  these  funds  were  obligated 
for  the  1990  Decennial  Census  and  should  have  been  recovered  on  a 
more  timely  basis.   Figure  1  shows  the  relationship  of  the  build 
up  of  unliquidated  obligations  to  the  10-year  decennial  census 
cycle. 

Figure  1:   Unlicruidated  ObliQations  at  Start  of  Fiscal  Years 


Note:  We  did  not  verify  the  accuracy  of  the  Bureau's  data  on 
unliquidated  obligations. 


Source:   Census  Bureau. 


Figure  2  shows  how  the  pace  at  which  the  Bureau  recovered 
unliquidated  obligations  after  the  1990  Decennial  Census  lagged 
behind  the  pace  at  which  it  recovered  unlicjuidated  obligations 
after  the  1980  Decennial  Census. 
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Figure  2:   Actual  Versus  Estimated  Recovered  Unliquidated 

Obligations 


Note  1:   Fiscal  year  1994  reflects  recovered  unliquidated 
obligations  through  March  31,  1994. 

Note  2:   The  Bureau  did  not  estimate  unliquidated  obligations  to 
be  recovered  in  its  budgets  for  fiscal  years  1981  through  1991. 

Note  3:   We  did  not  verify  the  accuracy  of  the  Bureau's  data  on 
recovered  unliquidated  obligations. 

Source:   Census  Bureau. 


The  Bureau  allowed  obligations  for  projects  to  remain 
unliquidated  long  after  the  projects  were  completed.   The 
Bureau's  handling  of  unliquidated  obligations  also  exhibited 
other  financial  management  deficiencies.   For  example,  in  fiscal 
year  1984,  the  Bureau  began  a  contract  for  computer  maintenance 
for  which  funds  were  obligated  annually  through  fiscal  year  1991 
when  total  obligations  amounted  to  $33  million.   The  Bureau's 
Finance  Division  files  indicated  the  last  payment  for  this 
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contract  took  place  in  December  1991.   No  unliquidated 
obligations  were  recovered  until  fiscal  year  1993  when  the  Bureau 
recovered  such  obligations  from  eight  different  years  (each  one 
was  for  more  than  $200,000)  totaling  $2.7  million  from 
obligations  made  as  early  as  1985. 

In  April  1988,  the  Bureau  obligated  $1.15  million  for  dedicated 
computer  time  from  a  university  to  support  the  1990  Decennial 
Census.   The  Bureau  made  only  one  payment  of  $250,000  to  the 
university  in  August  1988.   The  agreement  for  this  computer  time 
was  terminated  in  October  1988.   However,  the  remaining  $900,000 
was  not  recovered  until  December  1993. 

From  1982  through  1990,  the  Bureau  accvimulated  unliquidated 
obligations  totaling  between  $10  million  and  $11  million  for 
potential  unemployment  compensation  claims,  primarily  from 
temporary  decennial  census  workers .   Because  of  incomplete  and 
conflicting  Bureau  records,  we  were  unable  to  determine  the 
precise  amount  of  unenployment  compensation.   In  addition  to  the 
unliquidated  obligations  remaining  from  the  1980  Decennial 
Census,  the  Bureau  obligated  funds  from  1986  through  1990  on  the 
basis  of  estimates  of  projected  unemployment  compensation  costs 
for  the  1990  Decennial  Census.   The  estimates  were  allocated  to 
various  divisions,  projects,  and  years.   When  claims  were 
received  and  paid,  the  Bureau  was  unable  to  match  these  claims  to 
the  allocations.   The  Bureau  created  new  obligations  that 


17 


duplicated  the  existing  ones.   As  a  result,  the  Bureau  did  not 
liquidate  any  of  the  original  unemployment  compensation 
obligations  until  August  and  December  1993.   We  believe  that 
unless  these  unemployment  compensation  accounting  problems  are 
corrected,  the  Bureau  will  again  face  major  financial  management 
problems  in  keeping  track  of  obligations  and  payments  for 
unemployment  compensation  in  the  2000  Decennial  Census. 

In  1989,  the  Bureau  obligated  $4.1  million  to  a  vendor  for  eight 
printing  projects  as  a  result  of  significantly  overestimated 
costs.   For  one  of  these  printing  projects,  the  Bureau  estimated 
that  an  employment  form  would  cost  $313,000  to  print,  but  the 
final  cost  was  only  $77,278.   By  1990,  the  vendor  had  completed 
the  printed  materials  for  all  eight  projects  the  Bureau  had 
requested  at  a  cost  of  only  $300,000.   Despite  substantial 
differences  between  the  estimated  and  actual  costs,  no 
adjustments  were  made  to  the  original  obligations,'  and  the 
Bureau  did  not  recover  the  $3.8  million  remaining  from  the 
original  obligations  until  August  1993. 

In  our  review  of  these  and  other  recovered  unliquidated 
obligations,  we  identified  several  financial  management 
deficiencies  at  the  Bureau  that  were  allowed  to  happen  by  an 


'As  provided  in  Title  7  of  GAO's  Policies  and  Procedures  Manual 
for  Guidance  of  Federal  Agencies,  appropriate  adjustments  should 
be  made  to  estimated  obligations  when  the  actual  amount  of  the 
obligation  becomes  known. 
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overall  lack  of  emphasis  on  financial  management  and  control. 
These  deficiencies  included  inadequate  recordkeeping;  lack  of 
effective  internal  controls;  lack  of  communication  between  the 
finance,  budget,  and  program  offices;  and  imprecise  estimates  of 
obligations  compounded  by  a  lack  of  adjusted  obligation  estimates 
when  warranted. 

The  accumulation  of  unliquidated  obligations  caused  the  Bureau's 
budget  docviments  to  show  a  need  for  more  appropriations  than  were 
actually  required.   For  example,  in  its  fiscal  year  1993 
submission,  the  Bureau  estimated  it  would  use  $3.4  million  in 
recoveries  to  fund  its  programs  but  actually  recovered  $22 
million.   In  fiscal  year  1994,  the  Bureau  estimated  it  would 
recover  $4  million  but  as  of  March  31,  1994,  had  recovered  about 
$30  million.   (See  fig.  2.)   Thus,  congressional  decisionmakers 
based  decisions  on  incomplete  information  regarding  the  Bureau's 
actual  budgetary  position. 

Fewer  Recovered  Unliquidated  Obligations 
Expected  in  Near  Future 

Our  work  indicates  that  in  the  next  few  fiscal  years  the  Bureau 
will  not  have  sufficient  unliquidated  obligations  of  the  same 
magnitude  to  recover  as  many  funds  as  it  did  in  fiscal  years  1993 
and  1994.   The  reasons  for  this  are  clear.   First,  most  of  the 
$52  million  the  Bureau  recovered  in  those  fiscal  years  were  funds 

10 
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obligated  for  1990  Decennial  Census  activities.   Because  the 
Bureau  has  already  recovered  large  amounts  of  unliquidated 
obligations,  fewer  older  unliquidated  obligations  remain 
unliquidated,  as  of  March  31,  1994.   (See  fig.  3.) 

Figure  3:   Unliquidated  Obligations  at  End  of  Quarters  for  Fiscal 
Years  1992  Through  1994 


Note:   We  did  not  verify  the  accuracy  of  the  Bureau's  data  on 
unliquidated  obligations. 

Source:   Census  Bureau. 


Second,  in  fiscal  year  1995,  the  Bureau's  no-year  funding  level 
should  be  substantially  lower  than  it  was  during  the  peak  of  the 
1990  Decennial  Census,  and  therefore  the  Bureau  will  be 
obligating  fewer  funds. 
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The  Bureau  nevertheless  should  continue  making  some  recoveries  in 
the  next  few  fiscal  years.   In  our  review  of  current  unliquidated 
obligations  as  of  January  31,  1994,  we  found  that  some  of  them 
could  be  recovered.   However,  the  amounts  of  these  unliquidated 
obligations  are  relatively  small  compared  to  those  that  have 
already  been  recovered  in  1993.   In  its  fiscal  year  1995  budget 
submission,  the  Bureau  estimated  that  it  will  recover  $2.8 
million.   However,  as  the  Bureau  prepares  for  the  2000  Decennial 
Census,  we  anticipate  its  funding  levels  and  the  amount  of 
obligations  will  increase  dramatically  to  more  than  a  billion 
dollars  by  2000.   If  the  Bureau's  financial  management  problems 
are  not  solved  by  then,  the  increase  in  future  funding  could  lead 
to  another  build  up  of  unliquidated  obligations  that  could  be 
recovered. 

Actions  to  Address  Recovery  Delays 

The  Department  of  Commerce  and  the  Bureau  have  taken  steps  to 
address  some  of  the  problems  that  led  to  delays  in  recovering 
unliquidated  obligations.   For  example,  in  January  1994,  the 
Bureau  initiated  a  system  for  periodically  reviewing  unliquidated 
obligations.   To  encourage  recovering  unliquidated  obligations  in 
a  more  timely  manner,  the  Bureau  also  revised  its  longstanding 
policy  of  allowing  program  officials  to  allocate  recovered  funds 
that  were  no  longer  needed  to  pay  unliquidated  obligations.   Now 
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senior  Bureau  management  decides  how  the  recovered  funds  will  be 
reallocated. 

Proper  management  of  obligations  is  also  dependent  on  accounting 
systems  that  contain  sufficient  discipline,  effective  controls, 
and  reliable  information.   However,  the  1994  report  of  the 
Inspector  General  said  that  the  Bureau's  accounting  systems  had 
major  deficiencies.   Commerce  is  developing  a  new  accounting 
system  that  Bureau  officials  hope  will  address  its  accounting 
deficiencies,  but  Commerce  does  not  expect  to  begin  implementing 
this  system  until  1997.   In  addition,  the  Bureau's  impending 
reorganization  emphasizes  the  importance  of  financial  management 

BUREAU'S  REORGANIZATION  DESIGNED  TO  IMPROVE  OPERATIONS 

By  the  end  of  June  1994,  the  Bureau  plans  to  change  its 
organizational  structure.   The  reorganization  is  designed  to 
improve  strategic  planning  and  financial  accounting  and  to 
prepare  the  Bureau  for  reengineering  the  way  it  does  business. 
The  reorganization  has  worthy  objectives  for  improving  the 
Bureau ' s  operat  ions . 

The  Bureau  plans  to  better  integrate  its  administrative  and 
program  areas  by  establishing  two  principal  associate  directors. 
One  is  to  oversee  administrative  matters  and  serve  as  Chief 
Financial  Officer.   The  other  is  to  oversee  all  demographic  and 
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economic  programs.   Currently,  the  Bureau  has  seven  associate 
directors  who  are  to  report  directly  to  the  Director.   Under  the 
reorganization,  two  of  the  current  associate  directors 
responsible  for  management  functions,  a  Comptroller,  and  a  new 
Associate  Director  for  Planning  and  Organizational  Development, 
are  to  report  to  the  Principal  Associate  Director/Chief  Financial 
Officer.   Five  of  the  current  associate  directors  responsible  for 
the  Bureau's  various  programs  are  to  report  to  the  Principal 
Associate  Director  for  Programs. 

The  Acting  Director  said  that  one  of  the  key  responsibilities  of 
these  principal  associate  directors  will  be  to  end  the 
longstanding  fragmentation  of  organizational  units.   Each  of 
these  units  now  operates  independently  of  the  others,  which 
limits  the  sharing  of  information  and  expertise  across 
organizational  lines.   Therefore,  one  of  the  primary 
responsibilities  of  the  principal  associate  directors  should  be 
to  promote  coordination  and  cooperation  within  and  between  their 
respective  functional  areas. 

In  view  of  the  Bureau's  history  of  financial  problems,  one  of  the 
most  encouraging  aspects  of  the  reorganization  is  the  increased 
emphasis  it  places  on  financial  management.   For  example,  in 
establishing  the  position  of  Chief  Financial  Officer,  the 
reorganization  elevates  the  level  of  responsibility  for  financial 
management.   The  reorganization  also  raises  to  a  higher  level  in 
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the  Bureau  the  position  of  Comptroller,  responsible  for 
overseeing  the  Bureau's  finance  and  budget  activities.   This 
position  was  created  in  March  1992  but  has  not  been  filled. '° 

Another  important  aspect  of  the  reorganization  is  the  creation  of 
an  Office  of  Planning  and  Organizational  Development  headed  by  an 
associate  director.   This  will. give  the  Bureau  for  the  first  time 
an  office  devoted  specifically  to  strategic  planning.   This 
office  will  also  be  responsible  for  guiding  the  Bureau  in  its 
efforts  to  reengineer  the  way  it  does  business.   Creating  this 
office  is  consistent  with  the  administration's  goals  of  moving 
federal  agencies  toward  improved  strategic  planning  and  building 
a  smaller,  more  efficient  government  to  accommodate  anticipated 
budgetary  constraints. 

However,  the  reorganization  should  not  be  viewed  as  a  substitute 
for  leadership  and  effective  management.   Improving  the  Bureau's 
operations  will  also  require  filling  the  positions  created  by  the 
reorganization  with  skilled  managers.   To  evaluate  the  Bureau's 
progress  toward  achieving  the  goals  of  the  reorganization.  Bureau 
managers  and  Congress  will  need  outcome  measures  as  specified  in 
the  Government  Performance  and  Results  Act  of  1993. 


^°The  position  of  Director  for  Budget  and  Finance  Division  was 
approved  by  the  Department  of  Commerce  on  March  2,    1992,  and  was 
retitled  Comptroller  on  December  23,  1992. 

15 


24 


The  challenge  of  achieving  the  goals  of  the  reorganization, 
including  the  improvement  of  financial  management,  is  compounded 
by  the  continued  lack  of  a  nominated  and  confirmed  Director  of 
the  Census  Bureau.   We  also  should  note  that  the  position  of 
Commerce  Under  Secretary  for  Economic  Affairs,  to  whom  the  Bureau 
Director  reports,  is  not  filled.   Both  of  these  positions  have 
been  unfilled  for  a  year  and  a  half.   The  fundamental  changes 
contained  in  the  reorganization  as  well  as  the  reform  of  the 
decennial  census  require  that  the  position  of  the  Bureau  Director 
be  filled.   Despite  the  efforts  of  the  Acting  Director,  as  long 
as  the  position  of  Bureau  Director  remains  vacant,  the  Census 
Bureau  will  be  without  fully  vested  and  authoritative  top-level 
leadership.   This  problem  is  compounded  by  the  vacancy  in  the 
Under  Secretary's  office. 

CONCLUSIONS 

The  iirqportance  of  sound  management  at  the  Bureau  cannot  be 
overemphasized.   The  Bureau  needs  to  address  its  financial 
management  problems  promptly.   Sound  financial  management  is 
essential  to  maintain  the  Bureau's  credibility  with  Congress  so 
that  it  can  obtain  the  funds  it  needs  to  plan  for  the  mammoth 
task  of  reforming  and  conducting  the  2000  Decennial  Census.   The 
Bureau  intends  to  address  other  management  issues  by  its 
reorganization,  but  the  success  of  the  reorganization  in 
achieving  specific  measurable  results  remains  to  be  seen. 
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This  concludes  our  prepared  statement,  Mr.  Chairman,   ^fy 
colleagues  and  I  would  be  pleased  to  answer  any  questions, 


(243051) 
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Mr.  Sawyer.  Thank  you  very  much. 

Let  me  note  the  presence  of  our  colleague  from  Maryland,  Mr. 
Wynn.  I  understand  you  want  to  withhold  any  opening  statement 
at  this  point. 

Mr.  Wynn.  Yes,  Mr.  Chairman. 

Mr.  Sawyer.  Let  me  go  directly  to  some  of  the  questions  that  I 
have. 

Does  the  problem  with  unobligated  funds  have  anything  to  do 
with  the  authority  to  gather  information  from  throughout  the  Bu- 
reau? What  vehicle  does  the  financial  office  have  to  require  infor- 
mation from  other  parts  of  the  agency? 

Mr.  Hunt.  One  of  the  biggest  problems  I  think  that  the  Bureau 
has  to  face  is  they  have  much  difficulty  in  doing  cost  estimating. 
I  think  that  is,  in  part,  one  of  the  major  effects  of  their  failure  to 
have  good  cost  accounting.  Those  things  work  hand  in  glove.  If  you 
have  good  cost  accounting  and  reliable  data  and  sufficient  internal 
controls  to  verify  the  accuracy  of  the  data,  that  contributes  might- 
ily to  helping  organizations  do  a  better  job  of  planning  and  estimat- 
ing. 

There  has  been  a  series  of,  I  think,  miscommunications,  a  lack 
of  effective  communication  between  the  finance  operations  and  the 
program  offices,  in  part  because  I  think  the  finance  offices  just 
haven't  had  the  firepower  and  level  of  financial  expertise  that  they 
need.  They  have  not  had  the  supporting  systems,  et  cetera.  I  think 
those  failures  in  a  sense,  by  default,  constrain  their  effective  over- 
sight in  working  with  the  programs. 

Mr.  Sawyer.  You  talk  about  firepower  and  technical  expertise;  is 
this  a  technological  problem  or  human  one?  Is  it  having  the  right 
accounting  mechanisms  in  place  or  is  it  having  the  right  account- 
ant? 

Mr.  Hunt.  I  think  it  is  a  little  bit  of  both.  One  of  the  major  prob- 
lems I  see  and  one  of  the  things  I  think  needs  to  be  done  by  the 
Bureau  with  the  support  of  the  Department  of  Commerce  is  they 
need  a  top-notch  financial  management  team  in  place.  Under  the 
new  reorganization  plan,  they  have  this  new  Principal  Associate 
Director  who  will  serve  as  the  overall  Director  for  Administration 
and  chief  financial  officer.  They  have  elevated  the  position  of  the 
Comptroller,  which  will  have  responsibilities  to  oversee  both  budget 
and  finance,  and  they  have  the  Assistant  Comptroller  position  for 
finance  which  is  also  vacant.  So  what  we  have  in  the  chain  of  com- 
mand, we  have  all  three  of  those  key  jobs  vacant. 

On  the  other  hand,  on  the  systems  side  they  need  to  make  sure 
that  they  need  better  internal  controls  to  ensure  the  data  they  are 
gathering  are  in  fact  accurate.  They  need  to  do  a  much  better  job 
of  identifying  and  aligning  their  costs  with  their  operations. 

So  I  think  it  is  many  things.  There  is  no  single  thing.  I  think 
they  really  need — and  this  was  talked  about  in  our  review  and  ex- 
amination— they  need  an  action  plan,  I  think.  And  from  our  work 
so  far  we  have  not  detected  a  lot  of  real  involvement. 

Jack  can  chime  in  if  I  am  not  being  quite  accurate,  but  I  have 
not  seen  a  lot  of  focus  by  the  Department  of  Commerce  in  some  of 
these  areas. 

I  have  had  the  good  fortune  in  the  last  couple  months  to  work 
with  the  new  Assistant  Secretary  of  Commerce  for  Administration 
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and  also  the  chief  financial  officer  who  will  appear  later  this  after- 
noon, Tom  Bloom.  We  have  had  a  number  of  good  discussions  about 
the  issues,  and  I  have  a  strong  feeling  he  definitely  understands 
those  issues  and  I  think  he  is  committed  to  marshaling  the  re- 
sources and  capacities  of  the  Department  to  get  in  there  and  work 
with  the  Bureau  and  help  get  this  situation  corrected. 

My  major  concern  is  that  this  problem  isn't  solved  for  the  long 
term.  We  were  saying  that  it  doesn't  look  like  the  unliquidated  ob- 
ligations issues  will  be  a  problem  in  the  next  year  or  so.  That  is 
only  because  the  universe  is  substantially  reduced.  But  if  things 
are  not  materially  changed,  I  think  there  is  every  possibility  you 
can  get  right  back  into  that  position  later  in  the  decade,  as  addi- 
tional funds  are  made  and  contracts  let,  as  you  build  up  to  the 
2000  census. 

Mr.  Sawyer.  This  year's  budget  request  is  predicated  on  a  num- 
ber of  $2.7  million  for  unliquidated  obligated  funds.  Is  that  an  ac- 
curate statement? 

Mr.  Hunt.  I  think  the  short  answer  is  no. 

I  would  like  to  say  I  don't  think  I  would  want  to  bet  the  mort- 
gage on  it,  one  way  or  the  other,  actually.  But  I  think  experience 
has  clearly  shown  over  the  last  3  years  where  the  Bureau  has  been 
projecting  what  they  thought  would  be  available  recoveries,  that  in 
all  cases  the  recoveries  are  substantially  more.  So  I  think  their  es- 
timating procedures  are  not  as  sharp  as  they  should  be. 

But  on  the  other  hand,  I  have  to  admit  that  we  don't  expect, 
based  on  the  work  that  we  have  been  able  to  do  so  far;  we  don't 
expect  to  see  over  the  next  year  or  two  the  recoveries  in  the  range 
of  $20  or  $30  million  that  we  faced  in  the  last  couple  of  years. 

But  I  want  to  reiterate  again  that  the  actions  the  Bureau  has 
taken  so  far  are  good,  short-term  efforts  that  have  helped;  but  they 
are  not  going  to  solve  the  problem.  Many  more  things  need  to  be 
done.  You  can  have  the  problem  repeat  itself  later. 

Mr.  Sawyer.  I  want  to  give  Dr.  Scarr  the  chance  to  respond  in 
his  testimony  and  I  also  want  to  give  you  the  chance  to  speak  to 
some  of  his  assertions. 

In  his  written  testimony  he  has  suggested  that  the  problem  of 
untimely  recovery  is  now  resolved.  Is  it  your  case  that  it  is  resolved 
because  the  opportunity  is  diminished  as  opposed  to  there  being  a 
systemic  solution  to  this? 

Let  me  at  the  same  time  ask  another  question.  If  in  fact  the 
problem  is  not  resolved  and  it  is  more  systemically  a  management 
problem,  are  there  other  places  that  we  should  look  than  the  unob- 
ligated recoveries  for  evidence  of  this  kind  of  problem  in  the  future? 

Mr.  Hunt.  I  guess  I  would  agree  in  part  with  what  Dr.  Scarr  has 
said.  I  have  a  lot  of  personal  respect  and  admiration  for  Dr.  Scarr. 

Mr.  Sawyer.  This  doesn't  have  anything  to  do  with  personalities. 

Mr.  Hunt.  I  think  he  is  doing  marvelously  at  it  given  the  cir- 
cumstances. So  I  will  give  him  credit  in  the  sense  of  what  they 
have  been  able  to  do  in  the  short  term.  I  think  it  has  helped,  defi- 
nitely helped.  But  I  don't  think  that  in  and  of  itself  their  actions 
will  address  the  long-term  problems,  the  things  that  really  need  to 
be  done. 

I  think  the  problems  we  are  finding  with  unliquidated  obligations 
are  simply  symptomatic  of  a  much  broader  and  pervasive  weakness 
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in  the  financial  management — cost  accounting  and  cost  estimating 
operations — in  the  Bureau.  I  think  they  will  really  need  improve- 
ments. As  I  said  several  times  in  the  statement,  I  think  they 
need — the  first  order  of  business — is  to  get  a  qualified,  first-rate 
team  of  financial  managers  in  place  to  direct  their  efforts. 

I  think  the  problem  with  unemployment  compensation  over  the 
years  provides  a  good  case  study  of  some  of  the  challenges  that  are 
facing  the  Bureau  and  some  of  the  other  opportunities  that  are 
available  for  improvement. 

I  would  like  to  ask  Jack,  who  as  I  said  has  worked  on  census  is- 
sues for  several  decades  now,  and  is  also  an  accountant  and  has 
been  following  much  of  this  work,  if  he  can  elaborate  a  bit  more 
on  this. 

Mr.  Kaufman.  Thank  you. 

Mr.  Sawyer.  Excuse  me,  Mr.  Wynn. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman.  I  wonder  before  he  goes 
if  I  can  ask  a  specific  question. 

Mr.  Sawyer.  I  think  he  has  just  handed  off  for  a  moment,  and 
then  I  will  yield  to  you  in  just  a  moment. 

Mr.  Wynn.  Fine. 

Mr.  Kaufman.  One  of  the  problems  we  saw  in  examining  the 
cases  is  the  estimating  of  the  amounts  needed  for  obligation. 

The  General  Accounting  Office  has  taken  the  position  that  when 
you  don't  have  a  documented  basis  for  obligations,  you  should  as 
quickly  as  possible  refine  that  amount  so  you  can  put  a  realistic 
number  into  the  obligation  file.  That  is  one  of  the  Bureau's  prob- 
lems. 

I  think  the  routine  review  of  the  unliquidated  obligations,  initi- 
ated in  January,  is  a  very  good  step.  But  I  think  the  basic  step  is 
determining  the  basic  estimate  for  the  obligation  in  the  first  place. 

In  addition  to  the  budgetary  problems,  there  is  a  litany  of  prob- 
lems in  the  Bureau's  financial  management  that  we  noticed  over 
the  years  with  the  Bureau's  cost  accounting  including  the  commin- 
gling of  expenses  of  operations,  the  inclusions  in  their  overhead  ac- 
count which  they  refer  to  as  the  Inter-Fund  and  the  application  of 
the  ADP  costs  to  the  proper  projects.  There  are  a  number  of  ways 
that  their  costs  were  improperly  shown,  and  that  is  very  important 
because  when  you  are  preparing  a  budget  you  want  to  have  cost- 
based  budgeting.  You  want  to  have  a  good  basis  to  estimate  your 
costs  for  operations  and  for  programs. 

So  I  think  besides  the  budgetary  problems  and  the  obligation 
issue,  cost  accounting  is  something  the  Bureau  definitely  has  to 
concentrate  on,  particularly  for  the  1995  test,  to  have  a  sound  basis 
for  estimating  for  2000. 

Mr.  Sawyer.  Thank  you. 

Mr.  Wynn. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman. 

Mr.  Hunt,  I  have  a  couple  of  questions  I  wanted  to  pursue.  First 
of  all,  I  believe  you  indicated  that  part  of  the  problem  was  there 
was  no  Director.  Do  you  have  any  information  as  to  when  a  Direc- 
tor will  be  put  in  place? 

Mr.  Hunt.  I  ask  everybody  I  know  that  question  every  day  and 
I  came  in  here  today  and  two  people  asked  me  if  I  knew.  The  an- 
swer is  no.  I  have  no  idea. 
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Mr.  Wynn.  It  is  duly  noted  that  that  is  a  significant  part  of  the 
problem. 

The  second  question  is,  you  cited  a  litany  of  internal  accounting 
deficiencies,  and  your  response,  the  proposed  response  is  creation 
of  two  new  Associate  Directors.  I  am  not  sure  why  additional  posi- 
tions is  the  answer  to  what  appears  to  be  the  failure  of  people  to 
do  their  jobs. 

What  is  the  Comptroller  doing  that  he  cannot  handle  these  posi- 
tions, and  why  do  we  have  to  create  another  position  to  whom  the 
comptroller  responds?  It  is  my  understanding  the  Comptroller 
should  be  the  chief  financial  officer  and  be  responsible  for  all  these 
matters.  You  are  saying  we  need  another  layer  of  bureaucracy,  if 
you  will,  to  deal  with  this. 

Could  you  respond  to  that? 

Mr.  Hunt.  I  would  first  say  that  GAO  as  a  rule,  is  not  in  the 
game  looking  for  more  layering.  That  is  not  what  I  am  trying  to 
say  here. 

First  of  all,  in  terms  of  the  Comptroller's  position,  that  position 
was  created  in  1992.  I  mentioned  in  my  statement  that  it  has  never 
been  filled.  That  job  remains  vacant.  It  has  never  been  filled. 

Mr.  Wynn.  So  we  will  have  a  Comptroller,  and  a  Comptroller 
and  principal  associate  some  day? 

Mr.  Hunt.  The  Comptroller  will  have  responsibility  on  a  day-to- 
day basis  to  oversee  the  work  of  both  the  finance  office  and  the 
budget  office,  which  I  think  would  be  a  very,  very  important  out- 
come and  something  I  think  would  help  improve  the  overall  finan- 
cial management  of  the  Bureau.  That  person  is  looking  at  those 
two  units  on  a  day-to-day  basis. 

The  CFO  position  would  be  in  a  position  of  principal  Associate 
Director  for  Administration.  He  or  she  would  have  the  administra- 
tive responsibility  for  all  administrative  functions  and  activities  of 
the  Bureau,  but  also  would  be  the  focal  point,  the  ultimate  focal 
point  in  the  Bureau  for  financial  management  issues. 

I  think  given  the  situation  over  there  for  many  years  that  that 
level  of  support,  concentration  and  top  management  focus  is  really 
needed  to  get  the  situation  under  control  and  restore  confidence 
both  here  in  the  Congress  and  in  the  public  in  general  in  the  Bu- 
reau's ability  to  manage  its  finances. 

In  recent  years,  as  you  have  been  aware,  there  have  been  a  lot 
of  questions  about  that.  I  think  they  need  to  get  in  there  and 
straighten  it  out  especially,  Mr.  Wynn,  with  hundreds  of  millions 
of  dollars,  actually  billions  of  dollars  that  are  going  to  be  funneHng 
through  that  Bureau  beginning  later  in  this  decade  through  the 
2000  census  cycle. 

Mr.  Wynn.  It  would  appear  it  would  be  more  helpful  to  put  a 
Comptroller  in  place  to  see  if  he  can  address  these  problems  before 
we  lock  in  a  proposal  to  create  another  bureaucratic  position.  The 
problem  may  be  the  absence  of  the  Comptroller  to  adequately  ad- 
dress the  recordkeeping  and  finance  controls  and  all  that,  and  per- 
haps after  we  see  if  that  works,  maybe  we  should  see — I  have  hesi- 
tancy, as  you  can  see. 

Mr.  Hunt.  I  just  would  say  that  we  think  it  is  encouraging  to 
see  that  in  this  new  reorganization  they  are  focusing  on  financial 
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management  issues.  I  think  the  issue  of  whether  you  have  a  Comp- 
troller and  CFO  is  an  issue  that  we  would  have  to  see  how  the 
Commerce  Department  and  Bureau  of  the  Census  would  like  to  ad- 
dress that. 

Mr.  Wynn.  Second  you  stated  was  a  short-term  orientation  to  ad- 
dressing the  problems.  Why  is  that  the  approach  being  used,  and 
not  a  more  comprehensive  long-term  approach?  Since  we  are,  I  be- 
lieve, serious  about  reinventing  Government,  I  thought  we  were 
moving  away  from  the  shortsighted  problem  solving  to  a  more  long- 
term  approach. 

Mr.  Hunt.  Well,  not  being  part  of  their  inner  circle  in  terms  of 
decisions  they  make  in  the  Bureau  and  the  Commerce  Department, 
I  can  only  speculate  why  I  think  they  did  that. 

They  had  some  real  serious  concerns  in  this  budget  cycle  up  here 
in  the  Appropriations  Committees.  This  is  the  second  year  running. 
Remember  I  mentioned  that  the  Congress  over  the  last  2  years  cut 
the  Census  Bureau  budget  by  $74  million  and  in  1993  they  esti- 
mated they  would  have  $3.4  million  in  recoveries  and  they  ended 
up  with  $22  million.  In  1994  they  estimated  that  they  would  have 
$4  million  in  recoveries  and  they  ended  up  with — so  far,  there  may 
be  more — they  ended  up  with  $30  million.  The  net  offset  of  that  is 
a  $45  million  mistake  that  they  underestimated  the  amount  of 
money  they  would  have  by  $45  million. 

There  are  some  people — I  am  just  speculating,  this  is  more  my 
perspective  certainly,  not  the  GAO  point  of  view,  it  is  just  observa- 
tion— ^there  are  some  people  who  think,  well,  this  was  a  calculated 
effort  and  this  was  a  way  of  finding  the  money 

Mr.  Wynn.  Rainy  day  fund. 

Mr.  Hunt.  Yes,  but  I  think  what  the  Bureau  was  really  trying 
to  do  here  is  they  recognized  the  dilemma  they  were  in  and  I  think 
they  acted  in  good  faith,  trying  to  identify  a  set  of  procedures  that 
they  could  do  within  a  reasonable  period  of  time  given  the  prob- 
lems they  faced.  And  like  I  said,  I  give  them  credit  for  at  least 
starting  that. 

But  I  also  say,  Mr.  Wynn,  that  this  approach  is  nowhere  near  the 
answer.  Their  problem  is  not  resolved.  It  is  sort  of  a  band-aid  ap- 
proach. It  has  been  useful  for  what  it  has  been,  but  it  is  not  the 
final  solution. 

Mr.  Wynn.  I  appreciate  your  remarks.  My  thought  would  be,  why 
don't  we  call  it  what  it  is,  an  attempt  to  correct  some  internal  prob- 
lems and  have  people  perform  their  jobs  properly  rather  than  a  re- 
organization, because  in  the  context  of  a  reorganization  it  suggests 
a  broader  or  long-term  approach. 

Mr.  Hunt.  Can  I  add  something?  I  think  their  reorganization  is 
much  broader  than  just  the  financial  area.  The  financial  is  just  a 
part  of  it. 

Mr.  Wynn.  Let  me  ask  a  final  question.  Unfortunately,  I  will  not 
be  able  to  stay.  But  a  concern  has  been  expressed  by  the  unions 
that  there  is  an  absence  of  partnership  out  at  Census  and  that  they 
have  not  actually  been  involved  beyond  the  initial  level  of  input, 
not  in  the  more  detailed  planning. 

They  have  outlined  in  their  testimony  several  concerns  that  on 
the  face  of  it  seem  legitimate.  They  draw  a  comparison  between  the 
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partnership  that  existed  at  Labor  with  Secretary  Reich  and  action 
of  a  similar  partnership  at  Census. 

What  is  your  view  on  that?  Do  you  in  fact  beHeve  the  employees 
as  represented  by  the  unions  have  been  adequately  involved? 

Mr.  Hunt.  I  have  to  admit  to  you,  Mr.  Wynn,  we  have  not  looked 
at  that  question.  That  was  not  part  of  the  scope  of  the  work  that 
we  did. 

I  understand,  and  I  have  just  recently  seen  the  organization 
statement,  so  I  just  had  a  chance  to  read  through  it  once.  So  we 
have  not  had  the  chance  to  go  through  it  in  any  detail.  Certainly 
we  didn't  examine  union  participation  as  an  issue,  as  I  said. 

But  it  seems  to  me  it  flows  out  of  the  President's  Executive 
order,  I  believe.  I  can't  remember  when — I  think  last  fall — it  was 
one  of  the  byproducts  of  the  Vice  President's  National  Performance 
Review  effort.  Many  of  us  have  been  reading  about  these  various 
enterprises  throughout  the  Government  and  some  are  working 
very,  very  well.  But  I  think  the  key  is,  the  solution  is  that  manage- 
ment and  the  employee  organizations  have  to  come  together,  work 
together  and  try  to  build  some  consensus  on  a  range  of  efforts,  a 
range  of  joint  projects  that  they  want  to  work  on. 

So  I  think  that  makes  an  awful  lot  of  sense,  a  lot  of  sense,  and 
you  are  seeing  it  not  just  in  Government,  you  are  seeing  it  in  the 
private  sector  these  days,  more  and  more  of  those  kinds  of  efforts. 
As  an  individual — again,  not  as  GAO — I  would  certainly  encourage 
those  kinds  of  efforts. 

But  I  must  say  we  have  not  looked  at  it.  I  have  no  way  to  com- 
ment on  how  well  that  has  worked  up  to  this  point. 

Mr.  Wynn.  But  you  are  committed  to  that  approach? 

Mr.  Hunt.  As  an  individual  I  think  it  makes  an  awful  lot  of 
sense.  I  think  you  are  finding  it  in  the  private  sector  rather  sub- 
stantially, and  I  think  you  are  seeing  it  more  and  more  in  the  pub- 
lic sector  as  well,  and  at  the  State  and  local  level  too.  Now  under 
the  current  Executive  order,  that  is  what  the  President  has  asked 
all  agencies  to  do.  We  have  read  some  reasonably  good  success  sto- 
ries— at  least  they  appear  to  be  from  what  we  have  read  in  the 
newspapers — but  we  have  not  not  done  an  independent  audit  on 
that. 

Mr.  Wynn.  Thank  you  very  much.  I  hope  that  situation  improves 
in  terms  of  employee  involvement  out  at  Census. 

Thank  you  for  your  indulgence,  Mr.  Chairman.  I  know  I  went  a 
little  longer  than  I  should  have. 

Mr.  Sawyer.  Mr.  Wynn,  as  long  as  you  ask  questions  with  that 
type  of  insight,  we  are  happy  to  have  you. 

Let  me  ask  a  followup  question.  It  goes  to  the  sense  of  whether 
there  is  a  concurrent  need  for  both  the  kind  of  shorter  term  hands- 
on  management  control  that  a  Comptroller  brings  to  a  financial  sit- 
uation and  the  longer  term  planning  that  financial  leadership  could 
bring.  One  of  my  concerns  has  been  that  the  kind  of  planning  for 
the  future  that  the  Bureau  needs  to  engage  in  may  not  be  any 
longer  compatible  with  the  traditional  10-year  planning  horizon. 
We  have  difficulty  in  extending  ourselves  beyond  the  execution  of 
the  subsequent  census  in  terms  of  planning,  testing  and  preparing 
for  the  future  that  maybe  substantially  different  from  the  past 
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where  previous  techniques  have  worked  well.  We  also  may  not  be 
anticipating  funding  needs  sufficiently. 

It  seems  to  me  that  one  of  the  critical  focuses  that  a  financial 
manager  could  bring  is  to  extend  that  horizon  in  dollar  terms.  It 
is  frankly  the  arena  in  which,  however  ably  the  acting  leadership 
of  the  Bureau  may  be  conducting  itself,  that  kind  of  policy  impera- 
tive that  reaches  beyond  the  traditional  horizon  may  express  its 
greatest  need. 

Could  you  comment  on  those  observations  for  me? 

Mr.  Hunt.  I  would  agree  with  them  all.  I  think  that  for  a  long 
time  I  have  believed  and  advocated  that.  As  you  know,  we  were 
calling  for  the  need  for  census  reform  in  1988  before  the  1990  cen- 
sus was  even  done,  based  on  the  work  we  did,  and  I  think  we  feel 
strongly  that  way  still. 

The  solutions,  though,  are  not  short-term.  None  of  the  solutions 
is  short-term.  We  can  do  things  in  the  short  run  that  are  practical, 
useful  and  appropriate  things  to  do.  But  the  real  fixes  require  long- 
term  vision,  as  you  were  suggesting. 

And  I  think  in  terms  of  reforming  the  census  we  have  to  look 
much  broader  ultimately.  I  am  not  so  sure — I  am  less  sure  right 
now — that  that  will  happen  in  this  current  cycle.  I  am  hopeful  that 
as  the  1990  census  tests  progress  that  we  possibly  will  see  major 
reform  efforts  for  the  2000  census.  But  I  have  always  believed  the 
2000  census  itself  may  well  be  a  transitional  census,  because  I 
think  we  need  to  think  about  reform  in  terms  of  the  total  informa- 
tion and  statistical  policy  system  that  we  have  out  there. 

You  mentioned  the  need  to  do  a  better  job  of  projecting  costs,  et 
cetera.  I  think  that  is  very  important.  Look  at  what  happened  in 
the  last  two  censuses.  For  example,  as  late  as  the  late  1970's,  the 
data  we  were  hearing  was  that  the  census  for  1980  would  cost  a 
half  billion  dollars,  but  it  turned  out  to  be  $1.1  billion,  better  than 
twice  what  we  were  being  told  at  the  time.  A  similar  situation  de- 
veloped again  for  1990's  cycle.  The  estimate  in  the  late  1980's  was 
that  it  would  cost  $1.8  billion.  It  turned  out  to  cost  at  least  $2.6 
billion.  And  I  must  admit  to  you,  sir,  there  are  some  folks  out  there 
who  think  it  cost  more  than  that,  but  I  think  people  have  settled 
now  on  the  $2.6  billion  estimate. 

I  think  you  have  to  think  big  picture.  You  have  to  think  cor- 
porately. 

One  of  the  things  I  am  particularly  encouraged  about  in  terms 
of  the  reorganization  proposal  is  that  there  is  a  need  for  this  strate- 
gic planning  operation.  It  is  really  needed  at  the  Bureau  to  develop 
a  corporate  vision  for  the  Bureau  that  cuts  across  the  programs 
and  the  stovepipes  there  that  frequently  isolate  various  programs. 
There  is  not  enough,  you  know,  working  together.  There  is  a  lot  of 
duplication. 

I  would  argue,  Mr.  Chairman,  that  the  same  thing  needs  to  be 
done  at  the  national  level.  As  a  country  we  face  severe  budget  prob- 
lems— and  they  will  be  with  us,  it  appears,  for  the  foreseeable  fu- 
ture. Yet,  we  are  in  an  information  age.  Information  is  currency, 
vital  to  us  in  every  sphere  of  our  lives,  domestic  and  in  the  com- 
petitive, overseas  world  markets. 

So  we  have  to  get  good  and  better  data.  The  way  to  do  that  in 
an  environment  where  some  of  our  measures  are  not  very  sharp  or 
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precise  and  where  we  can't  get  more  money,  is  that  we  have  got 
to  rethink  our  priorities.  Are  we  getting  the  best  return  on  the  cur- 
rent investments  in  these  areas  given  the  problems  that  we  face? 

There  are  70-some  agencies  involved  in  statistical  information  ef- 
forts. There  is  a  lot  of  money  out  there.  But  no  one  is  looking  at 
it  from  the  corporate  perspective  at  all. 

I  am  not  trying  to  centralize  everything  by  any  stretch  of  the 
imagination.  But  I  think  polic3rmakers  in  the  administration,  cer- 
tainly here  in  the  Congress,  know  what  we  need  to  do  in  economic 
statistics.  We  know  a  lot  of  problems  exist  with  those  statistics;  a 
lot  of  ideas  exist  about  what  needs  to  be  done.  But  not  a  lot  of  new 
money  is  available  to  do  these  things.  So  we  may  have  to  start 
making  real  tough  priority  decisions. 

Mr.  Sawyer.  Thank  you  very  much  for  your  testimony  today.  We 
may  have  other  questions.  If  you  could  answer  in  writing  for  us, 
that  would  be  helpful. 

Mr.  Hunt.  Thank  you. 

Mr.  Sawyer.  Let  me  make  an  observation  between  this  panel 
and  our  second  panel.  I  have  the  sense  that  while  we  may  talk 
about  reform  per  se,  it  sounds  often  to  me  like  something  that  has 
a  beginning  and  end  and  when  it  is  over,  it  is  fixed.  I  am  not  sure 
in  this  area  that  that  is  necessarily  the  case. 

The  Bureau  itself  may  be  in  a  condition  of  evolution  that  is  al- 
most as  continuous,  as  compelling  and  demanding  as  the  world  it 
is  trying  to  measure.  The  comments  that  you  made  with  regard  to 
this  larger  corporate  imperative  really  comes  home  to  roost  be- 
cause, unless  there  is  a  major  restructuring  across  Federal  statis- 
tical systems  generally,  the  Bureau  will  be  the  baseline  from  which 
the  measurements  are  drawn. 

So  making  sure  we  get  that  right  is  of  critical  importance  and 
small  investments  here  buy  great  dividends  down  the  road. 

Mr.  Hunt.  Absolutely.  The  Bureau  is  the  centerpiece  for  most  of 
this  effort  and  it  is  an  evolutionary  process. 

Mr.  Sawyer.  Thank  you. 

Let  me  welcome  our  second  panel,  Thomas  R.  Bloom,  Assistant 
Secretary  for  Administration  and  chief  financial  officer,  U.S.  De- 
partment of  Commerce;  and  Dr.  Harry  A.  Scarr,  Acting  director, 
Bureau  of  the  Census. 

Welcome  to  both  of  you. 

Dr.  Scarr,  welcome  back  again  and.  Secretary  Bloom,  it  is  a  gen- 
uine pleasure  to  see  you  here  today. 

(Gentlemen,  if  you  would  proceed  as  you  will.  Your  comments, 
like  those  of  all  the  witnesses,  will  be  part  of  the  record  in  their 
entirety,  and  you  should  feel  free  to  focus  and  summarize  them  as 
they  serve  your  purpose. 

STATEMENTS  OF  HARRY  A.  SCARR,  ACTING  DIRECTOR,  BU- 
REAU OF  THE  CENSUS;  AND  THOMAS  R.  BLOOM,  ASSISTANT 
SECRETARY  FOR  ADMINISTRATION  AND  CHIEF  FINANCIAL 
OFFICER,  U.S.  DEPARTMENT  OF  COMMERCE 

Mr.  Scarr.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  appear  before  you  today  to  discuss  the  financial 
management  improvements  we  are  making  at  the  Census  Bureau 
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as  well  as  the  senior  management  reorganization  that  will  both  im- 
prove financial  management  and  implement  changes  to  improve 
strategic  planning  and  data  dissemination. 

Let  me  briefly  summarize  later  other  key  features  of  the  reorga- 
nization. Let  me  begin  by  discussing  our  financial  management  im- 
provements. 

First,  we  have  essentially  completed  the  2-year  effort  to  correct 
our  financial  accounts  by  liquidating  funds  that  had  been  obligated 
in  previous  years  but  no  longer  are  needed  for  the  specific  activities 
for  which  they  were  originally  obligated. 

During  the  period  from  October  1992  to  December  1993,  the  Bu- 
reau identified  and  liquidated  $48  million  worth  of  periodic  census 
and  program  funds  that  represented  over  9,000  separate  trans- 
actions. That  work  is  now  completed. 

Second,  as  Mr.  Hunt  indicated,  last  January  I  directed  Census 
Bureau  division  chiefs  to  conduct  quarterly  reviews  of  unliquidated 
obligations  to  free  up  unobligated  funds  or  to  verify  that  the  funds 
were  still  needed  for  the  original  purposes.  This  sound  practice  will 
ensure  that  prior-year  obligations  we  carry  on  the  books  are  valid. 

What  we  found  during  our  review  is  that  some  prior-year  obliga- 
tions could  have  been  recovered  sooner.  Now  with  these  new  proce- 
dures, I  am  confident  that  we  will  remain  more  current  in  this  ac- 
tivity and  that  issue  is  now  resolved. 

Third,  the  Census  Bureau  automated  accounting  system  initially 
designed  in  the  late  1950's  as  a  punch  card  system  requires  exten- 
sive human  intervention  to  produce  accounting  reports.  Thus,  these 
reports  have  not  been  as  timely  or  useful  as  we  would  like. 

The  procurement  of  a  new  accounting  system  is  under  way  for 
the  Bureau  and  the  entire  Department  of  Commerce,  and  we  hope 
to  have  this  system  operating  at  the  Bureau  in  fiscal  year  1997. 
The  Bureau  has  volunteered  to  be  a  pilot  agency  for  the  implemen- 
tation of  that  new  system. 

The  Bureau  has  devoted  a  significant  investment  in  staff  time  to 
this  effort  to  assure  we  are  well  prepared  to  obtain  maximum  fi- 
nancial management  improvements.  Having  in  place  a  modern  ac- 
counting system  prior  to  the  2000  decennial  census  is  the  best  way 
to  assure  timely  and  accurate  accounting  and  reports  for  Census 
Bureau  management  and  congressional  decisions. 

Fourth,  the  recent  reorganization  of  the  Census  Bureau  senior 
management  will  greatly  enhance  the  management  structure  of  the 
agency.  The  reorganization  creates  a  chief  financial  officer  with  the 
rank  of  principal  associate  director  who  has  reporting  to  him  or  her 
the  comptroller  and  associate  directors  for  information  technology, 
administration,  and  planning  and  organization  development. 

The  chief  financial  officer  will  have  sufficient  resources  to  deal 
with  any  possible  problem  of  inadequate  accountability  particularly 
in  the  area  of  financial  management. 

He  or  she  will  be  responsible  for  implementing  the  Chief  Finan- 
cial Officers  Act,  the  Federal  Managers  Financial  Integrity  Act,  and 
Government  Performance  and  Results  Act,  and  will  also  be  respon- 
sible for  preparing  audited  financial  statements  and  performance 
measures  for  all  Census  Bureau  activities.  This  is  both  a  short-  and 
a  long-run  solution  to  some  of  our  problems. 
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The  reorganization  also  moves  the  Office  of  the  Comptroller  to  an 
organizational  level  equivalent  to  that  of  Census  Bureau  Associate 
Directors.  This  change  will  facilitate  the  creation  and  implementa- 
tion of  a  sound  financial  management  system,  and  emphasizes  the 
importance  of  this  function. 

The  reorganization  also  establishes  the  position  of  Associate  Di- 
rector for  Planning  and  Organizational  Development  who  will  be 
responsible  for  agencywide  strategic  planning. 

Both  the  enhanced  level  in  the  organization  of  the  Office  of  the 
Comptroller,  and  the  establishment  of  a  planning  office  at  the  asso- 
ciate director  level  reflect  moves  of  the  kind  we  have  been  encour- 
aged to  undertake  over  the  years  by  the  Commerce  Department's 
inspector  general  as  steps  to  improve  control  of  the  agency. 

Mr.  Chairman,  I  believe  the  strengthening  of  our  financial  man- 
agement structure,  which  is  part  of  our  reorganization,  in  conjunc- 
tion with  the  extensive  deobligation  efforts  we  have  completed,  the 
implementation  of  quarterly  reviews  and  the  implementation  of  an 
automated  financial  management  system,  will  help  prevent  the 
kinds  of  problems  we  had  with  the  liquidation  and  recovery  of  so 
many  prior-year  obligations  all  at  one  time. 

Now  I  will  briefly  summarize  the  other  features  of  the  Census 
Bureau  senior  management  reorganization. 

The  Bureau  appreciates  greatly  this  subcommittee's  interest  in 
the  development  of  the  reorganization  which  was  put  in  place  in 
part  in  response  to  the  concerns  you  expressed  when  I  first  ap- 
peared before  you  at  a  hearing  and  of  which  we  have  kept  your 
staff  apprised  as  it  progressed.  I  remember  the  injunctions. 

The  Department  of  Commerce  approved  the  reorganization  on 
May  23,  and  we  will  implement  the  changes  on  June  26,  1994.  The 
key  purposes  and  features  of  the  reorganization,  in  addition  to 
strengthening  financial  management,  are,  first,  to  lay  the  ground- 
work for  reengineering  the  way  the  Census  Bureau  conducts  its 
business;  to  increase  the  accuracy  and  timeliness  of  its  statistical 
products;  to  implement  the  reform  implied  by  the  administration's 
commitment  to  better  dissemination  of  Census  Bureau  products;  to 
establish  the  Principal  Associate  Director  and  chief  financial  offi- 
cer, as  I  mentioned  earlier;  to  ensure  adequate  accountability  in 
the  area  of  financial  management,  and  to  prepare  audited  financial 
statements  and  performance  measures  for  all  Census  Bureau  ac- 
tivities; to  establish  an  Associate  Director  for  Planning  and  Organi- 
zation Development  responsible  for  strategic  planning;  to  institute 
agency-wide  reform;  to  work  towards  overall  agency  goals  to  bring 
about  that  reform,  and  to  assure  realization  of  those  goals. 

This  will  correct  the  material  weakness  related  to  the  lack  of  cen- 
tralized policy  and  planning  element  at  the  Census  Bureau  which 
was  identified  by  the  department's  inspector  general. 

The  Associate  Director  for  Planning  and  Organization  Develop- 
ment will  have  the  responsibility  of  reengineering  the  Census  Bu- 
reau collection  and  processioning  procedures  and  ensuring  the 
reengineered  dissemination  procedures. 

Finally,  to  establish  the  position  of  Principal  Associate  Director 
for  Programs  who  will  have  reporting  to  him  or  her  the  Associate 
Director  for  decennial  census  demographic  programs,  field  oper- 
ations and  statistical  design  methodology  and  standards.  This  will 
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assure  the  application  of  technical  standards  across  the  substantive 
programs  of  the  Census  Bureau,  improve  the  way  in  which  Bureau 
programs  utilize  scarce  resources,  coordinate  the  implementation  of 
such  standards  and  assure  the  coordination  of  demographic  and  de- 
cennial program  innovations  related  to  the  2000  census. 

The  proposed  reorganization  has  no  adverse  effects  on  employees. 
No  personnel  will  lose  jobs  as  a  result  of  the  reorganization  and 
virtually  all  nonsupervisory  personnel  will  report  to  the  same  first- 
level  supervisors  to  whom  they  reported  prior  to  the  reorganization. 

Mr.  Chairman,  that  concludes  my  testimony.  Thank  you. 

[The  prepared  statement  of  Mr.  Scarr  follows:] 

Prepared  Statement  of  Harry  A.  Scarr,  Acting  Director,  Bureau  of  the 

Census 

introduction 

Mr.  Chairman,  I  am  pleased  to  appear  before  you  today  to  discuss  financial  man- 
agement improvements  we  are  making  at  the  Census  Bureau,  and  a  senior  manage- 
ment reorganization  that  will  improve  financial  management  and  implement 
changes  to  improve  strategic  planning  and  data  dissemination.  1  will  briefly  summa- 
rize other  key  features  of  the  reorganization. 

FINANCIAL  MANAGEMENT  IMPROVEMENTS 

Let  me  begin  by  discussing  our  financial  management  improvements.  First,  we 
have  essentially  completed  a  two-year  effort  to  correct  our  financial  accounts  by  liq- 
uidating funds  that  had  been  obligated  in  previous  years  but  were  no  longer  needed 
for  the  specific  activity  for  which  they  were  originally  obligated.  During  the  period 
from  October  1992  to  December  1993,  the  Census  Bureau  identified  and  liquidated 
$48  million  worth  of  Periodic  Census  and  Program  fiands  representing  over  9,000 
separate  transactions.  This  work  is  now  coniplete. 

Second,  last  January  I  directed  Census  Bureau  division  chiefs  to  conduct  quar- 
terly reviews  of  their  unliquidated  obligations  to  free  up  unneeded  obligated  ftinds 
or  to  verify  that  the  obligations  are  still  needed  for  their  original  purpose.  This 
sound  business  practice  wall  help  us  ensure  that  prior  year  obligations  we  are  still 
carrying  on  our  books  are  valid.  What  we  found  during  our  review  is  that  some  prior 
year  obligations  could  have  been  recovered  sooner.  Now,  with  these  new  procedures 
I  am  confident  that  we  will  remain  more  current  in  this  activity  and  that  the  issue 
is  now  resolved. 

Third,  the  Census  Bureau's  current  automated  accounting  system,  initially  de- 
signed in  the  late  1950's  as  a  punchcard  system,  requires  extensive  human  interven- 
tion to  produce  accounting  reports.  Thus,  these  reports  have  not  been  as  timely  or 
useful  as  we  would  like.  The  procurement  of  a  new  accounting  system  is  underway 
for  the  Census  Bureau  and  the  entire  Department  of  Commerce  and  we  expect  to 
have  this  system  operating  at  the  Census  Bureau  in  Fiscal  Year  1997.  The  Census 
Bureau  has  volunteered  to  be  a  pilot  agency  for  the  implementation  of  that  new  sys- 
tem. The  Bureau  has  devoted  a  significant  investment  in  staflf  time  to  this  effort 
to  assure  that  we  are  well  prepared  to  obtain  maximum  financial  management  im- 
provements. Having  in  place  a  modern  accounting  system  prior  to  the  2000  Decen- 
nial Census  is  the  best  way  to  assure  timely  and  accurate  accounting  and  reports 
for  Census  Bureau  management  and  Congressional  decisions. 

Fourth,  the  recent  reorganization  of  the  Census  Bureau's  senior  management  will 
greatly  enhance  the  financial  management  structure  of  the  agency.  The  reorganiza- 
tion creates  a  Chief  Financial  Officer  with  the  rank  of  Principal  Associate  Director 
who  has  reporting  to  him  or  her  the  Comptroller  and  the  Associate  Directors  for  in- 
formation technology,  administration,  and  planning  and  organization  development. 
The  Chief  Financial  Officer  will  have  sufficient  resources  to  deal  with  any  possible 
problem  of  inadequate  accountability,  particularly  in  the  area  of  financial  manage- 
ment. He  or  she  will  be  responsible  for  implementing  the  Chief  Financial  Officers 
Act,  the  Federal  Managers'  Financial  Integrity  Act,  and  the  Government  Perform- 
ance and  Results  Act  and  will  also  be  responsible  for  preparing  audited  financial 
statements  and  performance  measures  for  all  Census  Bureau  activities. 

The  reorganization  also  moves  the  Office  of  the  Comptroller  to  an  organizational 
level  equivalent  to  that  of  Census  Bureau  Associate  Directors.  This  change  will  fa- 
cilitate the  creation  and  implementation  of  a  sound  financial  management  system 
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and  emphasizes  the  importance  of  this  function.  The  reorganization  also  established 
the  position  of  Associate  Director  for  Planning  and  Organization  Development  who 
will  be  responsible  for  agencywide  strategic  planning. 

Both  the  enhanced  level  in  the  organization  of  the  Office  of  the  Comptroller,  and 
the  establishment  of  a  planning  office  at  the  Associate  Director  level,  reflect  moves 
of  the  kind  we  have  been  encouraged  to  undertake  by  the  Commerce  Department's 
Inspector  General  as  steps  to  improve  control  of  the  agency. 

Mr.  Chairman,  I  believe  the  strengthening  of  our  financial  management  structure 
that  is  part  of  our  reorganization,  in  conjunction  with  the  extensive  deobligation  ef- 
forts we  have  completed,  the  implementation  of  quarterly  reviews,  and  the  imple- 
mentation of  a  very  modern  automated  financial  management  system  will  help  pre- 
vent the  kinds  of  problems  we  had  last  fall  with  the  liquidation  and  recovery  of  so 
many  prior  year  obligations  all  at  one  time. 

REORGANIZATION 

Now,  I  will  briefly  summarize  the  other  features  of  the  Census  Bureau's  senior 
management  reorganization.  The  Census  Bureau  appreciates  greatly  this  Sub- 
committee's interest  in  the  development  of  the  reorganization,  which  was  put  in 
place,  in  part  in  response  to  the  concerns  you  expressed  when  I  first  appeared  before 
you  at  a  hearing. 

The  Department  of  Commerce  approved  the  reorganization  on  May  23  and  we  will 
implement  most  of  the  changes  on  June  26,  1994. 

The  key  purposes  and  futures  of  the  reorganization,  in  addition  to  strengthening 
financial  management,  are: 

•  To  lay  the  groundwork  for  reengineering  the  way  the  Census  Bureau  conducts 
its  business  to  increase  the  accuracy  and  timeliness  of  its  statistical  products. 

•  To  implement  the  reforms  implied  by  the  Administration's  commitment  to  bet- 
ter dissemination  of  Census  Bureau  products. 

•  To  establish  a  Principal  Associate  Director  and  Chief  Financial  Officer,  as  I 
mentioned  earlier,  to  ensure  adequate  accountability  in  the  area  of  financial  man- 
agement and  to  prepare  audited  financial  statements  and  performance  measures  for 
all  Census  Bureau  activities. 

•  To  establish  an  Associate  Director  for  Planning  and  Organization  Development 
responsible  for  strategic  planning  to  institute  agencv-wide  reform,  to  work  toward 
overall  agency  goals  to  bring  about  that  reform,  and  to  ensure  realization  of  those 
goals.  The  Associate  Director  for  Planning  and  Organization  Development  will  have 
the  responsibility  of  reengineering  the  Census  Bureau's  data  collection  and  process- 
ing procedures  and  ensuring  the  implementation  of  reengineered  dissemination  pro- 
cedures. This  will  correct  the  material  weakness  related  to  the  lack  of  a  centralized 
policy  and  planning  element  at  the  Census  Bureau  identified  by  the  Department's 
Inspector  General. 

•  To  establish  the  position  of  Principal  Associate  Director  for  Programs  who  will 
have  reporting  to  him  or  her  the  Associate  Directors  for  decennial  census,  demo- 
graphic programs,  economic  programs,  field  operations,  and  statistical  design,  meth- 
odology, and  standards.  This  will  assure  the  application  of  technical  standards 
across  the  substantive  programs  of  the  Census  Bureau,  improve  the  way  in  which 
Bureau  programs  utilize  scarce  resources,  coordinate  the  implementation  of  such 
standards,  and  assure  the  coordination  of  demographic  and  decennial  program  inno- 
vations related  to  the  2000  Census. 

The  proposed  reorganization  has  no  adverse  effects  on  employees.  No  personnel 
will  lose  jobs  as  a  result  of  the  reorganization  and  virtually  all  nonsupervisory  per- 
sonnel will  report  to  the  same  first-level  supervisors  to  whom  they  reported  prior 
to  the  reorganization. 

Mr.  Chairman,  that  concludes  my  testimony. 


Response  to  Written  Questions  Submitted  by  Hon.  Thomas  C.  Sawyer  to 
Harry  A.  Scarr 

Question.  The  Census  Bureau  recovered  enough  funds  in  fiscal  year  1994  to  make 
up  for  a  large  portion  of  the  cuts  to  its  request.  The  Bureau  did  not  lay  off  or  fur- 
lough any  staff.  How  did  you  absorb  the  remaining  cuts? 

Answer.  We  cut  costs  across  the  board  by  $8  million  in  travel,  suppUes,  contracts, 
and  so  forth.  We  convened  a  working  group  of  Census  Bureau  managers  to  identify 
these  cuts.  Our  reimbursable  work  increased  from  about  $134  milUon  in  FY  1993 
to  an  estimated  $158  million  in  FY  1994.  This  allowed  us  to  retain  staff  for  FY 
1994.  We  had  early  retirement  last  fall,  and  we  have  continued  a  general  hiring 
freeze  started  in  1991. 
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Question.  How  did  you  distribute  the  funds  you  recovered  at  the  end  of  fiscal  year 
1994? 

Answer.  Primarily  we  used  the  funds  to  increase  the  funding  of  the  2000  census 
program  from  $8  million  to  $18  million.  We  allocated  $6  million  for  TIGER,  $8  mil- 
lion for  CASIC,  and  the  balance  to  continue  funding  other  base  Droerrams  at  FY 
1993  levels. 

Question.  How  many  on-call  employees  presently  work  at  the  Bureau? 

Answer:  We  currently  have  1,633  on-call  employees. 

Question.  Were  the  '  buy-outs"  recently  offered  intended  to  replace  the  need  to  re- 
move on-call  employees? 

Anwser.  No.  Buyouts  were  offered  to  reduce  employment  and  meet  the  budget  lev- 
els requested  for  FY  1995. 

Question.  Why  has  the  comptroller  position  been  vacant  since  it  was  created  last 
year? 

Answer.  It  was  important  that  the  reporting  level  be  elevated  as  provided  in  our 
recent  reorganization. 

Question.  When  do  you  anticipate  filling  that  position? 

Answer.  We  are  moving  now  to  fill  the  position.  It  will  be  advertised  as  soon  as 
possible. 

Question.  Will  the  positions  created  by  the  reorganization  be  filled  based  on  a 
broad  candidates  search,  or  from  within? 

Answer.  We  will  look  for  the  best  candidates  for  the  jobs. 

Question.  Both  the  General  Accounting  Office  and  the  Inspector  General  found 
that  the  Bureau's  cost  accounting  systems  were  deficient.  Given  the  role  of  cost  ac- 
counting in  developing  accurate  cost  estimates,  how  can  the  Bureau  instill  con- 
fidence in  the  cost  estimates  developed  from  the  1995  Census  Test? 

Answer.  We  beUeve  that  we  have  correctly  identified  and  captured  the  cost  ele- 
ments despite  the  deficiencies  in  accounting  for  recoveries  of  prior  year  obligations. 

Question.  It  is  normal  for  the  Bureau  (and  many  other  agencies)  to  receive  less 
than  the  full  funding  request  during  the  appropriations  process.  In  considering  the 
effect  of  a  proposed  mnding  cut,  how  does  the  Bureau  develop  its  list  of  affected  pro- 
grams? 

Answer.  We  follow  the  priorities  of  the  Administration,  the  Department,  and  the 
Census  Bureau  in  determining  the  priorities  for  cuts.  If  necessary,  we  also  obtain 
effects  statements  from  our  operational  managers  and  weigh  their  response  against 
the  program  priorities. 

Question.  Do  you  have  a  priority  list  of  programs  prepared  in  advance  to  assist 
you  in  making  those  determinations? 

Answer.  We  know  the  priorities  and  how  they  relate  to  each  other.  However,  cuts 
oftentimes  destroy  those  relationships  and  Congressional  guidance  often  differs  from 
how  we  see  our  priorities.  Therefore,  we  usually  have  to  reconfigure  priorities  after 
we  receive  the  Congressional  markup. 

Question.  The  Census  Bureau  requested  $7.4  million  this  year  for  the  Computer 
Assisted  Survey  Information  and  Collection  (CASIC).  What  are  the  projected  cost 
savings  from  the  use  of  CASIC  technology? 

Answer.  Full  implementation  of  CASIC  would  accrue  benefits  in  accelerating  proc- 
esses and  thereby  saving  time,  reducing  labor-intensive  activities  and  the  associated 
costs  as  well  as  improving  data  quality.  The  CASIC  approach  puts  emphasis  on  re- 
structuring and  improved  performance  through  information  technology  appUcations 
so  that  we  can,  at  a  minimum,  contain  costs.  The  CASIC  provides  the  opportunity 
to  meet  our  expanding  customers'  data  needs  without  hiring  additional  staff  to  sup- 
port these  activities.  As  a  result,  we  would  reduce  the  per  unit  cost  of  conducting 
interviews  and  processing  data.  With  continued  initiative  support  for  full  implemen- 
tation by  FY  1999,  we  project  that  opportunity  and  direct  CASIC  savings  could 
reach  as  much  as  $31  million  on  an  annual  rate.  (This  assumes  that  costs  will  in- 
crease about  3  percent  per  year  under  a  "business  as  usual"  scenario.)  These  cost 
containment/savings  would  be  realized  by  our  customers,  other  Federal  agencies  as 
well  as  Census  Bureau  appropriated  projects.  Investment  in  the  CASIC  initiative 
will  accrue  yearly  benefits,  not  just  a  one-time  savings. 

Question.  For  the  1990  census,  the  Bureau  initially  set  as  its  spending  goal  the 
cost  of  1980  adjusted  for  growth  in  housing  units  and  inflation.  How  does  the  Bu- 
reau define  its  stated  goal  of  containing  costs  for  the  2000  census? 

Answer.  One  of  the  two  overriding  goals  of  the  Year  2000  census  and  the  1995 
Census  Test  is  to  contain  the  cost  of  the  census.  By  containing  costs,  we  mean  we 
will  keep  inflation-adjusted  unit  costs  at  or  below  the  level  of  the  1990  census.  In 
the  1995  Census  Test,  we  will  develop  several  methods  that  are  intended  to  reduce 
costs.  Notable  among  these  are  sampling  for  nonresponse  follow-up,  eliminating  one 
visit  to  vacant  units,  and  using  multiple  questionnaire  mailings  to  increase  the  mail 
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response  rate.  On  the  other  hand,  some  procedures  such  as  mailing  Spanish  ques- 
tionnaires, increased  telephone  assistance,  and  new  coverage  evaluation  methods 
may  increase  relative  costs.  The  resvilts  of  the  test  will  provide  the  cost  containment 
potential  and  information  on  how  to  meet  it.  In  1990,  we  estimated  that  if  we  re- 
peated the  1990  census  adjusted  for  an  increase  in  the  number  of  housing  units, 
a  decrease  in  the  mail  response  rate,  and  using  then  current  inflation  factors,  we 
could  have  a  2000  census  cost  as  high  as  $4.8  billion. 

Question.  How  does  the  Bureau  estimate  the  amount  of  reimbursable  work  that 
it  will  receive  during  an  upcoming  fiscal  year? 

Answer.  Our  division  managers  survey  our  customers  to  gain  insight  on  potential 
future  business.  This  survey  process  is  continuous. 

Question.  How  are  reimbursable  rates  set? 

Answer.  The  Census  Bureau  charges  reimbursable  work  customers  on  the  same 
basis  as  for  appropriated  work.  Rates  are  set  annually,  with  the  objective  of  fully 
reimbursing  the  Census  Bureau  for  the  cost  of  the  work.  Generally,  the  first  cus- 
tomer of  the  year  receives  the  same  rate  charges  as  the  last  customer. 

Question.  In  your  fiscal  year  1995  budget  justification  document,  the  Bureau  says 
it  plans  to  generate  $2  million  in  revenues  by  charging  "more  than  the  marginal 
cost  of  data  dissemination."  How  does  that  statement  correspond  with  federal  policy 
articulated  in  0MB  Circular  A- 130? 

Answer.  In  order  to  fund  improvements  in  Census  data  products,  the  FY  1995 
budget  proposes  to  increase  fees  to  reflect  more  fully  the  cost  of  production.  At  a 
time  of  fiscal  restraint,  the  Bureau  needs  to  find  additional  ways  to  defray  its  costs. 
A  fee  increase  to  reflect  costs  that  are  not  currently  included  in  the  "marginal  cost 
of  data  dissemination"  was  determined  to  be  the  most  effective  way  to  generate  ad- 
ditional revenues  sorely  needed  to  fiind  program  improvements. 

Mr.  Sawyer.  I  am  reluctant  to  mention  this,  but  my  staff  insists 
that  I  do.  That  was  the  most  compact  testimony  the  Bureau  has 
ever  offered. 

Mr.  SCARR.  I  don't  know  how  to  interpret  that.  Does  that  mean 
I  am  getting  better  or  getting  worse? 

Mr.  Sawyer.  And  more  precise.  That  came  right  down  to  the  sec- 
ond. It  was  remarkable. 

It  is  always  good  testimony.  We  appreciate  it  very  much. 

Let  me  turn  to  Assistant  Secretary  Bloom. 

Mr.  Bloom.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  be  with  Dr.  Scarr  to  testify  on  the  Census  Bu- 
reau financial  management  improvements  in  their  presently  ap- 
proved reorganization. 

As  chief  financial  officer  and  Assistant  Secretary  for  Administra- 
tion with  the  Department  of  Commerce,  I  am  very  much  aware  of 
the  need  for  financial  management  improvements  at  the  Census 
Bureau.  The  Department  is  absolutely  committed  to  working  with 
Dr.  Scarr  and  the  folks  at  the  Census  Bureau  to  implement  these 
improvements. 

I  agree  that  the  Census  Bureau  has  taken  several  steps  recently 
to  put  their  financial  house  in  order.  Implementation  of  quarterly 
reviews  and  the  recent  reorganization  are  key  improvements  and 
the  implementation  of  a  new  automated  financial  management  sys- 
tem will  be  another  important  improvement. 

My  staff  is  also  working  very  closely  with  Dr.  Scarr's  staff  in  the 
cleanup  efforts  regarding  the  recovery  of  prior-year  obligation. 

I  approved  of  the  reorganization  because  it  is  essential  to  estab- 
lishing a  sound  financial  management  structure  at  the  Census  Bu- 
reau. The  creation  of  the  Principal  Associate  Director  and  chief  fi- 
nancial officer  position  and  establishment  of  a  comptroller  position 
at  a  level  equivalent  to  that  of  an  associate  director  will  help  to 
deal  with  the  Census  Bureau's  chronic  problems  of  inadequate  fi- 
nancial accounting  and  management.  The  reorganization  will  lay 
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the  groundwork  for  increasing  the  accuracy,  timeHness  and  better 
dissemination  of  data  products  and  improve  overall  strategic  plan- 
ning. 

The  Commerce  Department  is  in  the  process  of  procuring  a  new 
automated  accounting  system  for  the  Department  and  for  the  Cen- 
sus Bureau.  As  Dr.  Scarr  said,  we  expect  to  have  that  fully  imple- 
mented by  fiscal  year  1997  at  the  Census  Bureau. 

I  am  pleased  the  Census  Bureau  has  volunteered  to  be  one  of  the 
pilots  for  the  Department's  new  financial  management  system. 
Being  a  pilot  means  that  the  Department's  financial  management 
will  work  closely  with  the  Bureau  to  implement  this  new  account- 
ing system  on  schedule  so  that  it  will  be  in  place  for  the  2000  de- 
cennial census. 

In  summary,  I  believe  the  Census  Bureau  has  made  real 
progress  in  improving  its  financial  management  system  and  addi- 
tional measures  are  now  underway  and  they  will  complete  the 
process  and  prevent  problems  from  recurring. 

Dr.  Scarr  and  I  will  both  be  happy  to  answer  any  questions. 

[The  prepared  statement  of  Mr.  Bloom  follows:] 

Prepared  Statement  of  Thomas  R.  Bloom,  Assistant  Secretary  for 
Administration  and  Chief  Financial  Officer,  U.S.  Department  of  Commerce 

Mr.  Chairman,  I  am  pleased  to  be  here  this  afternoon  with  Dr.  Scarr  to  testify 
on  the  Census  Bureau's  financial  management  improvements  and  on  its  recently  ap- 
proved reorganization.  As  Chief  Financial  Officer  and  Assistant  Secretary  for  Ad- 
ministration for  the  Department  of  Commerce,  I  am  very  aware  of  the  need  for  fi- 
nancial management  improvements  at  the  Census  Bureau  and  the  Department  is 
committed  to  working  with  Dr.  Scarr  to  implement  those  improvements. 

I  agree  that  the  Census  Bureau  has  taken  several  important  steps  to  put  its  fi- 
nancial house  in  order.  Implementation  of  quarterly  reviews  and  the  recent  reorga- 
nization are  key  improvements,  and  the  implementation  of  a  new  automated  finan- 
cial management  system  will  be  another  important  improvement.  My  staff  is  also 
working  closely  with  his  on  the  clean-up  efforts  regarding  the  recovery  of  prior  year 
obligations. 

I  approved  of  the  reorganization  because  I  believe  it  is  essential  to  establishing 
a  sound  financial  management  structure  at  the  Census  Bureau.  The  creation  of  the 
Principal  Associate  Director  and  chief  financial  officer  position  and  the  establish- 
ment of  the  Comptroller  post  at  a  level  equivalent  to  that  of  Census  Bureau  Associ- 
ate Directors  will  help  to  deal  with  the  Bureau's  chronic  problems  of  inadequate  fi- 
nancial accounting.  The  reorganization  will  also  serve  to  lay  the  groundwork  for  in- 
creasing the  accuracy,  timeliness,  and  better  dissemination  of  data  products  and  im- 
prove overall  strategic  planning. 

The  Commerce  Department  is  in  the  process  of  procuring  a  new  automated  ac- 
counting system  for  the  Department  and  the  Census  Bureau,  and  as  Dr.  Scarr  said, 
we  expect  to  have  that  in  place  by  Fiscal  Year  1997  at  Census.  I  am  pleased  that 
the  Census  Bureau  has  volunteered  to  be  a  pilot  for  the  Department's  new  financial 
management  system.  Being  a  pilot  means  that  the  Department's  financial  manage- 
ment team  will  work  closely  with  the  Bureau  to  implement  its  new  accounting  sys- 
tem on  schedule  so  that  it  will  be  in  place  for  the  2000  decennial  census. 

In  summary,  I  believe  the  Census  Bureau  has  made  real  progress  in  improving 
its  financial  management  system,  and  the  additional  measures  now  underway  will 
complete  the  process  and  prevent  problems  from  recurring.  Dr.  Scarr  and  I  are  both 
happy  to  answer  any  questions  you  may  have. 

Mr.  Sawyer.  Thank  you  both  very  much. 

You  talked  about  the  pilot  program  for  the  new  accounting  sys- 
tem for  the  Census  Bureau.  Would  you  talk  about  why  you  think 
a  pilot  program  is  so  important  there? 

Mr.  Bloom.  This  is  going  to  be  a  big,  comprehensive  Depart- 
ment-wide system.  Currently,  there  are  three  bureaus,  if  you  will. 
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that  are  going  to  be  the  first  bureaus  to  be  implemented:  NIST,  the 
Census  Bureau  and  the  Office  of  the  Secretary. 

There  is  some  work  we  need  to  do  to  get  the  Census  Bureau 
ready  for  the  pilot,  but  they  are  clearly  one  of  the  bureaus  in  most 
need  of  a  new  system.  Having  them  as  one  of  the  pilots  really 
makes  sense.  We  are  not  rushing  into  anything.  We  have  plenty  of 
time  between  now  and  then  to  get  our  house  in  order.  You  know, 
when  you  have  three  different  bureaus,  it  is  hard  to  really  call  it 
just  a  pilot.  It  is  really  the  first  phase  of  implementation  of  the  new 
system. 

Mr.  Sawyer.  That  may  be  a  better  way  to  describe  it. 

Let  me  ask  you  this.  I  am  the  guy  that  sits  here  and  keeps  talk- 
ing about  12-,  15-,  20-year  horizons,  but  at  the  same  time  we  are 
struggling  right  now  with  an  appropriations  process  that  is  pivotal 
in  terms  of  getting  to  those  longer-term  horizons. 

Can  you  talk  for  a  moment  about  the  Department's  role  in  for- 
mulating that  close-in  tactical  response  to  the  immediate  needs  and 
developing  priorities  in  the  appropriations  process  that  is  at  such 
a  critical  juncture? 

Mr.  Bloom.  We  at  the  Department — clearly  we  are  a  department 
where  policy  drives  budget.  The  Office  of  the  Secretary  and  my  of- 
fice are  intricately  involved  in  the  development  of  the  budget  and 
the  policy  that  goes  with  that.  There  is  very  close  communication 
during  that  process  with  the  Census  Bureau.  It  is  a  very  inte- 
grated, long-term  approach  that,  again,  is  policy  driven  by  the  Sec- 
retary and  the  administration's  priorities. 

So  it  is  not  a  Census  Bureau  focusing  in  one  direction.  It  really 
is  the  global  review  of  the  Office  of  the  Secretary  as  well  as  my 
office. 

Mr.  Sawyer.  I  have  to  tell  you  that  in  the  light  of  both  the  com- 
ments I  have  made  and  those  of  some  other  Members  and  some  of 
the  observations  of  previous  witnesses.  I  am  enormously  tempted 
to  ask  you  about  the  Director  vacancy.  I'd  ask  about  the  kinds  of 
work  or  kinds  of  qualities  you  might  look  for  in  the  next  Census 
Director  and  the  way  those  qualities  may  fit  into  the  broader  needs 
in  terms  of  immediate  response  to  policy  leadership  here  on  the 
Hill  at  critical  junctures  as  well  as  in  planning  the  longer-term 
strategic  and  corporate  needs  of  a  large  and  complex  bureau.  I  am 
tempted  to,  but  I  won't. 

Mr.  Bloom.  Thank  you. 

Mr.  Sawyer.  You  are  welcome. 

Dr.  Scarr,  we  are  struggling  through  that  process  right  now.  I 
want  to  thank  you  for  your  willingness  to  be  as  forthcoming  and 
be  as  candid  as  you  have  been.  I  know  it  has  been  a  difficult  time. 

Could  you  comment  on  the  $2.7  million  figure  I  mentioned  a  lit- 
tle bit  ago  when  GAO  was  at  the  table?  Is  it  a  definite  figure?  Are 
there  no  other  funds  that  we  might  turn  to? 

I  realize  it  is  not  an  answer  that  you  can  make  in  absolute 
terms,  but  if  you  could  discuss  that  figure,  it  would  be  helpful. 

Mr.  Scarr.  I  think  that  figure  is  a  reasonable  estimate  from  the 
Bureau's  standpoint.  Mr.  Chairman,  I  will  not  sit  here  and  say 
there  may  not  be  a  surprise.  If  I  were  to  basically  give  my  personal 
view  and  to  speculate  on  the  basis  of  what  we  know  now,  I  would 
doubt  that  there  are  any   10-  or  12-million-dollar  surprises  out 
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there.  I  would  suspect  that  any  figure  between  $1,  $4,  or  $5  milHon 
is  probably  a  reasonable  expectation  for  the  future  deobligations.  I 
think  that 

Mr.  Sawyer.  A  probable  reasonable  range. 

Mr.  SCARR.  That  is  correct.  The  system  I  put  in  place  provides 
me  with  what  is  the  best  output  that  I  have  seen  there  of  outstand- 
ing obligations  on  a  very  rapid  turnaround  basis.  I  have  it  here  and 
would  be  happy  to  provide  a  copy  for  the  committee  so  they  have 
a  sense  of  what  that  looks  like. 

[The  information  referred  to  follows:] 
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Mr.  SCARR.  That  is  sort  of  the  best  we  can  do.  What  we  are  look- 
ing forward  to,  though,  is  to  basically  get  the  comptroller's  shop 
shaped  up  to  get  the  new  financial  management  system  in  place 
and  to  basically  increase  accountability  and  just  fix  the  system. 

We  are  not  going  to  argue  with  GAO  about  the  fact  that  it  needs 
fixing.  That  is  not  an  issue.  Census  employees  recognize  that.  The 
Bureau  has  recognized  that.  Now  we  are  taking  steps  to  do  it. 

In  terms  of  the  number,  I  repeat,  a  fixed  number,  you  come  up 
with  it  because  you  add  things  up  and  that  is  the  number  and  you 
say  something  may  be  hidden  here  or  there  and  that  estimate  may 
be  wrong  and  the  back-up  material  may  not  be  adequate  because 
we  don't  have  a  new  system  in  place.  But  I  would  say  $1  to  $4  mil- 
lion is  not  an  unreasonable  estimate. 

But  there  are  no  guarantees  against  surprises.  I  don't  think 
there  will  be  any.  I  feel  confident  that  there  won't  be.  But  that  is 
a  hazardous  enterprise. 

Mr.  Sawyer.  A  couple  of  years  ago  the  American  Statistical  Asso- 
ciation put  out  a  sweat  shirt,  the  back  of  which  said  they  were 
dedicated  to  the  truth,  the  whole  truth,  and  nothing  but  the 
truth — plus  or  minus. 

Mr.  ScARR.  Plus  or  minus,  yes.  That  is — I  think  that  GAO's  com- 
ments and  the  GAO  analysis  has  been  eminently  fair.  I  would  dis- 
agree in  some  measure  with  respect  to  the  fact  that  there  is  any- 
thing by  way  of  a  hint  that  anything  is  going  on,  but  aside  from 
that  I  think  I  am  very  comfortable  with  what  they  have  done. 

Mr.  Sawyer.  Let  me  talk  about  the  estimates  for  a  moment. 
GAO  cited  the  example  of  the  printing  estimate  that  went  from  $4 
million  down  to  $300,000.  That  is  a  fairly  large  range. 

Mr.  SCARR.  Yes,  it  is. 

Mr.  Sawyer.  Could  you  comment  on  that  and  how  we  might  im- 
prove those  estimates? 

Mr.  ScARR.  If  you  had  a  system  that  says  you  make  an  obligation 
and  basically  the  next  month  you  get  a  response  that  says,  of  the 
obligation,  this  much  has  been  expended,  you  begin  to  track  what 
the  actual  expenditure  is  and  you  begin  to  test  those  things  in 
terms  of  how  aged  they  are,  what  category  they  fall  into  and  you 
are  able  to  do  that  on  more  of  a  real-time  basis.  That  is  the  way 
you  track  it. 

Then  you  just  use  sound  management  practices  to  basically  say, 
Joe,  you  said  you  needed  to  obligate  $4  million;  you  spent  $300,000 
in  the  last  6  months;  you  said  you  would  spend  $4  million  in  8 
months;  what  is  going  on? 

You  must  be  in  a  position  to  conduct  that  review  and  have  a  sys- 
tem that  enables  you  to  do  it.  That  is  the  sort  of  thing  we  are  striv- 
ing toward. 

Mr.  Sawyer.  I  understand  that.  Clearly,  the  timely  tracking  did 
not  take  place. 

Mr.  SCARR.  Right. 

Mr.  Sawyer.  My  question  is,  what  dart  board  got  it  so  wrong  in 
the  first  place? 

Mr.  ScARR.  I  guess  in  general  one  would  have  to  say  that  there 
was  both  inadequate  performance  in  terms  of  the  people  who  were 
managing  it,  the  financial  function  had  been  basically  undervalued 
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for  awhile  and  was  just  not  operating  right.  The  system  is  out  of 
date,  as  I  mentioned. 

Mr.  Sawyer.  Could  it  be  as  simple  as  saying  we  think  we  might 
need  as  much  as  this  much  printing,  so  you  make  the  estimate? 

Mr.  SCARR.  You  make  a  good-faith  estimate,  but  that  is  not  the 
issue.  That  is  the  problem  of  making  sure  your  estimates  are  good. 
Once  the  estimate  is  made,  though,  that  is  when  the  problem  of 
deobligation  comes  in. 

We  are  hoping  that  we  have — we  have  a  budget  system  in  place 
now  that  basically  requires  a  much  more  rigorous  approach  to  mak- 
ing estimates  for  what  we  are  going  to  be  expending.  Part  of  the 
reorganization  is  also  to — the  chief  financial  officer,  the  whole  ad- 
ministrative apparatus  will  focus  on  being  more  precise  and  accu- 
rate about  that,  much  more  stringent  in  the  review  of  estimates. 

Mr.  Sawyer.  Let  me  shift  gears  on  this  one:  If  you  could  just  put 
up  a  temporary  wall  between  yourself  and  Mr.  Bloom  for  a  mo- 
ment. 

Mr.  Scarr.  Never. 

Mr.  Sawyer.  We  face  the  problem  of  potentially  having  a  new  di- 
rector coming  in  within  days  or  weeks  who  may  not  like  the  char- 
acter of  the  reorganization  effort. 

Why  now? 

Mr.  SCARR.  As  the  GAO  basically  remarked,  we  have  to  address 
our  problems  promptly.  One  of  the  things  that  this  committee  has 
made  clear  to  me  even  in  an  acting  capacity  is  that  deadlines,  time- 
liness, prompt  attention  to  things  is  sine  qua  non  to  getting 
through  this  decade,  and  getting  on  with  2000. 

We  are  in  the  position  now  of  going  into  the  1995  tests.  We  need 
to  respond  to  the  National  Performance  Review  requirements  for 
streamlining — we  are  basically  reinventing  things — for  improving 
functions.  We  need  to  address  financial  management  problems. 
Frankly,  we  simply  can't  wait. 

We  think  the  existence  of  the  problem  of  balkanization  at  the  Bu- 
reau— that  is  to  say,  it  is  so  spread  out  all  over  the  map — there 
needs  to  be  more  coordination.  Existence  of  the  management  prob- 
lems, the  IG's  basic  interest  in  improving  certain  aspects,  frankly, 
Mr.  Chairman,  I  don't  think  we  can  wait.  That  is  the  best  answer 
I  can  give. 

Mr.  Sawyer.  That  was  a  softball. 

Mr.  SCARR.  We  are  also  very  pleased  that  the  Department  has 
been  supportive.  So  it  is  not  like  this  has  been  done  without  any 
policy  guidance. 

Mr.  Sawyer.  You  have  heard  voiced  the  sensitivity  to  the  criti- 
cism that  this  may  simply  be  a  new  layer  of  bureaucracy.  Would 
you  care  to  respond  to  that? 

Mr.  SCARR.  When  you  look  at  an  organization  and  it  has  some 
problems,  you  first  must  address  the  specific  problems  that  that  or- 
ganization has.  The  Bureau  is  a  flat  organization,  but  in  the  case 
of  the  Bureau,  that  creates  more  problems  than  it  solves  because 
you  have  programs  going  off  in  their  own  directions  without  per- 
haps sufficient  integration  or  guidance  or  some  force  that  is  going 
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to  overcome  the  natural  territorial  proclivities.  You  have  the  ad- 
ministrative apparatus  that  includes  information  technology,  gen- 
eral administrative  services,  the  comptroller  function,  et  cetera.  All 
of  these  things  are  like  stovepipes,  as  you  have  noted. 

And  that  in  the  instance  of  this  organization,  one  of  the  things 
that  needs  to  be  done  is  to  make  it  basically  one  organization,  and 
that  is  the  real  thrust  of  what  we  are  doing.  I  recognize  that  in 
terms  of  some  of  the  rhetoric  and  the  legitimate  points  made  about 
some  organizations  and  the  fact  they  need  to  be  flatter  and  so  on 
and  so  forth,  is  something  that  may  look  to  be  at  odds  with  some 
of  the  things  we  are  doing,  but  I  don't  think  ultimately  they  are 
because  we  need  to  create  an  organization  that  is  effective,  that  is 
responsive  to  changing  needs,  and  that  takes  advantage  of  the 
economies  that  occur  in  both  the  program  area  and  administrative 
area  in  this  rather  tight  budget  climate  in  which  we  exist. 

Mr.  Sawyer.  I  have  only  two  questions  I  really  want  to  ask  you, 
take  down  the  wall  now — the  first  is  really  fairly  direct. 

Do  you  have  the  talent  that  you  need  inside?  Do  you  have  the 
flexibility  you  need  if  you  need  to  go  outside? 

Mr.  SCARR.  Yes.  We  have  both. 

Mr.  Bloom.  Yes,  I  think  that  is  exactly  right.  We  need  to  fill  the 
positions,  but  at  the  Department  level  we  are  going  to  dedicate  the 
resources  to  help  them  achieve  their  success. 

Mr.  Sawyer.  The  second  question  is  really  similar  to  the  one  that 
I  asked  Mr.  Hunt  in  anticipation  of  your  coming  forward.  I  ask  you 
this  in  anticipation  of  the  next  panel. 

The  question  is,  you  have  said  as  part  of  your  testimony  that 
your  reorganization  will  have  no  adverse  effects  on  the  employees. 
I  suspect  that  we  may  hear  testimony  that  if  not  counter  to  that, 
at  least  with  a  different  slant.  Do  you  care  to  expand  on  that  know- 
ing it  has  been  put  into  question? 

Mr.  Scarr.  We  are  working  with  the  union,  both  our  unions,  the 
union  here  at  headquarters  and  NFFE  in  Jeffersonville,  working  on 
the  issue  of  establishing  a  better  and  different  partnership.  It  is  a 
rocky  road. 

We  are,  in  addition,  working  at  the  department  to  attempt  to  es- 
tablish a  partnership  between  the  variety  of  the  unions  in  the  De- 
partment and  the  various  bureaus. 

With  respect  to  the  issue  of  the  reorganization,  we  provided  in- 
formation to  the  union  about  it  prior  to  informing  our  major  man- 
agers and  included  their  initial  response  to  it  in  the  material,  ini- 
tial material  we  provided  to  the  major  managers,  and  then  set  a 
deadline  for  both  parties  to  get  back  with  further  responses. 

We  were  responsive  to  some  of  the  suggestions  made  by  the 
union.  It  is  basically — we  provided  the  union  with  a  copy  of  the 
proposal  that  we  submitted  to  the  Department  and  currently  under 
terms  of  the  existing  contract,  the  union  has  a  3  weeks  advance  no- 
tification on  the  current  form  of  the  reorganization. 

We  are  hopeful  to  work  together  to  improve  the  relationship,  and 
we  are  trying.  The  comment  I  made  at  the  end  of  my  testimony  ba- 
sically had  to  do  with  the  fact  that  in  fact  it  will  not  adversely  af- 
fect employees. 

Mr.  Sawyer.  Thank  you  very  much.  I  appreciate  your  testimony 
today,  both  of  you.  We  are  grateful  for  your  direction. 
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We  have  a  vote  that  is  coming  up,  but  I  strongly  suspect  that  we 
can  engage  this  panel  right  now  and  proceed,  if  you  are  comfortable 
with  that.  If  you  are  not,  I  would  be  happy  to  return,  but  I  think 
we  can  do  this  now. 

The  third  panel  is  comprised  of  Evelyn  Jordan,  pesident  of  AFGE 
Local  2782,  Bureau  of  the  Census. 

Ms.  Jordan,  welcome.  It  is  a  pleasure  to  see  you  this  afternoon. 

Let  me  emphasize  that  while  we  just  learned  of  your  interest  and 
concern,  I  have  been  grateful  for  your  effort  to  make  sure  that  the 
testimony  was  available  to  the  subcommittee  ahead  of  time.  We  are 
particularly  happy  to  accommodate  your  interest  in  the  light  of  the 
specific  request  of  Congressman  Wynn,  who  is  a  strong  and 
thoughtful  and  articulate  advocate. 

With  that,  let  me  turn  to  you  and  say  that  if  you  choose  to  sum- 
marize your  testimony  in  any  way,  you  can  rest  assured  that  the 
full  text  will  remain  a  part  of  the  record. 

STATEMENT  OF  EVELYN  JORDAN,  PRESIDENT,  AFGE  LOCAL 
2782,  BUREAU  OF  THE  CENSUS 

Ms.  Jordan.  Thank  you. 

Good  afternoon,  Representative  Sawyer  and  distinguished  mem- 
bers of  this  committee.  My  name  is  Evelyn  Jordan.  I  am  currently 
the  president  of  AFGE  Local  2782,  representing  all  nonmanage- 
ment  employees  at  the  Census  Bureau  headquarters. 

I  am  joined  here  today  by  my  political  chairman,  Russ  Davis,  and 
two  officers:  Virginia  Hicks,  our  first  vice  president,  and  Doug 
Olson,  chairperson  of  our  Reinvention  Task  Force,  along  with  sev- 
eral other  members  and  friends. 

I  appreciate  the  opportunity  to  testify  before  your  committee  on 
such  short  notice.  I  ask  that  my  written  statement  be  entered  into 
the  record  of  today's  hearing. 

Mr.  Sawyer.  Without  objection. 

Ms.  Jordan.  Thank  you. 

I  am  here  today  to  present  our  union's  concerns  about  the  Bu- 
reau's reorganization.  Although  the  day  is  late,  approval  has  been 
given.  We  believe  the  reorganization  should  be  abandoned. 

Our  objections  to  the  reorganization  are  both  structural  and  pro- 
cedural as  both  the  proposal  itself  and  the  method  by  which  it  was 
developed  violate  the  principles  of  the  National  Performance  Re- 
view and  Executive  Order  12781. 

The  National  Performance  Review  calls  for  flattening  organiza- 
tional structures,  yet  the  Bureau's  proposal  calls  for  an  additional 
layer  of  management  at  the  top  level  of  the  Bureau.  Two  Principal 
Associate  Directors  have  been  added  between  the  Associate  Direc- 
tors and  the  Director.  The  plan  calls  for  the  creation  of  a  new  Asso- 
ciate Director  for  Planning  and  Development,  and  raises  the  comp- 
troller to  the  level  of  an  associate  director. 

These  changes  are  probably  a  response  to  the  immediate  con- 
cerns about  the  financial  mismanagement.  This  is  another  example 
of  the  Bureau  acting  in  crisis  mode,  making  changes  based  on  im- 
mediate needs  and  not  long-term  vision. 

There  is  also  a  question  of  whether  the  associate  directorate  for 
planning  and  development  is  to  be  used  for  the  strategic  planning 
in  lieu  of  working  with  the  partnership  within  the  union. 
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But  aside  from  this,  the  structure  of  the  proposal  itself,  we  object 
to  the  way  the  plan  was  developed,  which  included  almost  no  sub- 
stantive union  involvement.  Under  the  Executive  Order  12781,  re- 
quiring agencies  to  form  labor-management  partnerships,  the  union 
should  be  involved  in  the  formulation  of  the  reorganization.  Union 
involvement  was  scanty.  Because  the  Bureau — in  fact,  the  entire 
Commerce  Department — has  developed  almost  no  substantive  part- 
nership efforts. 

Admittedly,  our  agency  has  been  handicapped  by  the  lack  of  a 
politically  appointed  permanent  director.  Current  Bureau  manage- 
ment consists  solely  of  career  managers  who  have  predictably  cre- 
ated an  organization  structured  to  further  their  own  interests.  Al- 
though the  reorganization  gives  the  appearance  of  being  a  done 
deal,  we  suggest  that  the  plan  be  abandoned  until  a  permanent  di- 
rector is  in  place,  a  partnership  has  been  formed,  and  restructuring 
can  be  clearly  seen  to  be  consistent  with  the  goals  of  the  current 
administration,  the  National  Performance  Review,  and  the  dedi- 
cated employees  of  the  U.S.  Census  Bureau. 

Mr.  Chairman,  we  need  your  help. 

This  concludes  the  statement  today  from  the  American  Federa- 
tion of  Government  Employees,  Local  2782,  AFL-CIO. 

[The  prepared  statement  of  Ms.  Jordan  follows:] 

Prepared  Statement  of  Evelyn  Jordan,  President,  AFGE  Local  2782,  Bureau 
OF  THE  Census 

INTRODUCTION 

Good  afternoon,  Representative  Sawyer  and  other  distinguished  committee  mem- 
bers. My  name  is  Evelyn  Jordan.  I  am  President  of  American  Federation  of  Govern- 
ment Employees  (AFGE)  Local  2782,  at  the  Bureau  of  the  Census.  I  enjoyed  meeting 
you  during  your  visit  to  the  Census  Bureau,  and  I  appreciate  the  opportunity  on 
short  notice  to  testify  before  your  subcommittee. 

REORGANIZATION 

I  am  here  today  to  discuss  why  the  Bureau's  proposed  reorganization  should  be 
canceled.  It  is  scheduled  to  be  implemented  on  June  26.  Except  for  providing  some 
initial  input,  which  was  highly  regarded  by  Bureau  employees,  the  Union  has  not 
been  consulted  about  it.  The  Result  is  a  reorganization  that  in  some  ways  goes 
against  the  principles  formulated  by  the  National  Performance  Review  (NPR).  For 
example,  it  adds  a  new  layer  of  management  (Principal  Associate  Directors)  rather 
than  reducing  layers  of  management. 

We  are  concerned  about  the  wisdom  of  several  changes  made  in  this  reorganiza- 
tion. New  Associate  Director  positions  are  being  formed,  divisions  are  being  lumped 
together  without  a  clear  rationale  or  apparent  concern  for  dealing  with  customers, 
and  the  planning  on  which  this  reorganization  is  based  seems  to  deal  with  only 
short  term  concerns  rather  than  any  long  term  vision. 

Some  specific  examples  of  aspects  of  the  reorganization  which  concern  the  Union 
include: 

(1)  merging  the  functions  dealing  with  the  creation  of  financial  statistics  into  the 
Agriculture  Division; 

(2)  merging  the  Economic  Statistical  Methods  Division  with  the  Economic  Pro- 
gramming Division; 

(3)  destroying  the  International  Statistical  Programs  Center  while  theoretically 
parcelling  off  some  of  its  functions  to  other  divisions  like  Personnel; 

(4)  forming  a  new  Associate  Directorate  for  Planning  and  Organization  Develop- 
ment; 

(5)  elevating  the  Comptroller  to  the  level  of  an  Associate  Director; 

(6)  merging  the  Construction  Statistics  Division  with  the  Industry  Division; 

(7)  placing  the  Center  for  international  Research  within  the  Population  Division; 

(8)  placing  the  Center  for  Survey  Methods  Research  within  the  Statistical  Re- 
search Division;  and 
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(9)  merging  the  Center  for  Economic  Studies  into  the  Economic  Planning  and  Co- 
ordination Division. 

Before  this  reorganization  was  approved  and  before  it  is  to  be  implemented,  peo- 
ple have  been  selected  for  the  new  positions.  There  seems  to  be  a  rush  to  judgment 
without  adequate  consultation  of  all  relevant  parties,  including  both  the  Clinton  Ad- 
ministration and  this  Local. 

This  reorganization  should  be  scrapped.  The  Union  and  Bureau  management 
should  work  together  in  partnership — preferably  with  a  Director  and  Under  Sec- 
retary in  place — to  produce  an  organizational  structure  that  more  closely  adheres 
to  the  principles  of  the  NPR.  While  we  await  political  leadership,  career  Bureau 
managers  are  placing  themselves  in  key  management  positions  in  an  organizational 
structure  of  their  own  making. 

THE  LACK  OF  PARTNERSHIP 

If  a  well  functioning  partnership  were  present  at  the  Bureau,  I  would  not  need 
to  be  here  today.  The  Bureau  has  been  telling  people  like  yourself  that  the  Union 
has  been  consulted  properly  regarding  this  reorganization  and  that  the  Union  ap- 
proved it.  This  is  not  so.  Were  it  not  for  our  concerns  about  the  Bureau's  receiving 
an  adequate  budget  and  our  attempts  to  achieve  a  true  partnership  per  Executive 
Order  12871,  we  would  have  been  talking  to  you  and  your  staff  well  before  this 
time. 

Our  members  appreciate  the  Clinton  Administration's  efforts  to  create  partner- 
ships between  federal  government  agencies  and  federal  labor  unions.  Yet  despite  the 
assistance  of  AFGE  National  President  John  Sturdivant,  AFGE  General  Counsel 
Mark  Roth,  AFGE  14th  District  National  Vice  President  David  Schlein,  and  now 
Federal  Mediation  and  Conciliation  Service  Commissioner  Lynn  Sylvester,  we  have 
failed  to  even  start  a  partnership  at  the  Census  Bureau,  let  alone  achieve  it. 

Our  concern  is  that  partnership  here  will  fail.  The  Census  Bureau  is  too  impor- 
tant as  a  statistical  agency,  producing  data  vital  for  policy  formation,  for  that  to 
happen.  Through  partnership,  the  Bureau  would  be  better  run  and  morale  greatly 
improved. 

Having  a  Director  would  help.  We  have  been  without  a  Director  for  almost  17 
months.  We  are  also  without  an  official  Under  Secretary  of  Commerce.  We  believe 
this  political  leadership  is  needed  to  encourage  the  creation  of  our  partnership  that 
can  help  properly  plan  and  conduct  the  year  2000  Census  and  our  other  crucial 
work.  Currently,  Bureau  management  operates  in  a  crisis  management  mode. 

Partnership  at  the  Census  Bureau  is  slow  to  form  because  partnership  at  the  en- 
tire Commerce  Department  has  not  developed.  AFGE  and  I  are  part  of  the  effort 
to  form  that  partnership  as  well.  Unlike  the  Labor  Department,  which  under  Sec- 
retary Robert  Reich  has  a  working  partnership  with  AFGE,  the  Commerce  Depart- 
ment and  Census  Bureau  seem  to  hope  that  partnership  and  reinvention  will  just 
fade  away.  We  cannot  let  this  happen. 

Please  examine  the  partnership  efforts  at  the  Census  Bureau  and  in  the  Com- 
merce Department.  If  partnership  and  reinvention  are  to  work,  then  places  like 
Commerce  and  Census  must  be  brought  on  board. 

We  know  that  this  can  be  done.  Recently,  Vice  President  Gore  gave  two  Hammer 
Awards  to  the  Commerce  Department  for  breaking  old  ways  and  using  new  concepts 
to  make  government  work  better  and  cost  less.  One  went  to  the  Census  Bureau  for 
the  efforts  of  the  Computer-Assisted  Svirvey  Information  Collection  (CASIC)  Team, 
which  is  an  NPR  Reinvention  Laboratory.  Change  is  possible. 

Unfortunately,  change  does  not  yet  mean  Union  involvement.  Bureau  manage- 
ment has  shut  our  Union  out  of  this  CASIC  process.  Management  continues  to  pa- 
tronize us.  Only  now  has  the  Union  even  been  allowed  to  have  a  liaison  to  this  im- 
portant project,  which  is  attempting  to  maximize  the  use  of  automation  and  tele- 
communications to  integrate  data  collection,  capture,  and  processing.  Leaving  the 
Union  out  violates  all  the  principles  of  partnership  and  thereby  reinvention. 

CONCLUDING  REMARKS 

We  understand  that  because  of  ovu-  hesitancy  to  speck  publicly,  the  reorganization 
may  already  be  a  "done  deal."  However,  we  feel  we  must  ask  you  to  stop  its  imple- 
mentation until  such  time  as  the  Union  and  the  Bureau  are  in  true  fiill  partnership 
and  a  Director  and  Under  Secretary  have  been  appointed  and  confirmed. 

Help  us  break  the  "old  ways"  of  management.  Please  do  not  reward  top-down 
management  efforts  that  ignore  our  Union  and  the  principles  of  the  NPR.  What  may 
be  a  worthy  effort  becomes  unworthy  when  it  avoids  these  principles.  We  are  work- 
ing hard  to  change  the  Bureau's  work  culture,  but  we  need  you  help. 
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Mr.  Sawyer.  Thank  you  very  much. 

I  want  to  note  for  the  record  that  your  written  statement  is  con- 
siderably longer  and  more  detailed,  and  it,  too,  will  be  a  full  part 
of  this  record. 

Let  me  also  mention  that  you  will  get  no  disagreement  from  me 
with  respect  to  the  importance  of  policy  leadership  at  the  top  of  the 
Bureau.  We  think  it  is  important.  And  I  am  hopeful  that  the  mes- 
sage that  you  have  delivered  here  today  will  be  heard  and  acted 
upon. 

I  have  to  tell  you  that  I  was  impressed  when  I  came  out  to  the 
Bureau  for  the  small  area  data  meeting,  that  your  involvement  was 
clear  and  that  your  presence  was  something  that  both  you  and 
management  of  the  Bureau  took  care  and  pains  to  emphasize. 

I  am  hoping  that  that  will  evidence  itself  throughout  the  entire 
planning  process. 

My  hope  is  that  this  is  not  something  that  is  ended  with  the  pro- 
posals that  are  on  the  table  now,  but  rather  only  begun.  It  is  one 
of  the  reasons  that  I  took  pains  to  emphasize  the  difference  be- 
tween what  I  think  of  as  reform,  which  has  a  conclusion,  and  the 
kind  of  evolutionary  process  that  grows  almost  organically  over 
time.  That  is  the  kind  of  arena  in  which  real  partnership  has  an 
opportunity  to  flourish  if  it  is  appropriately  nurtured. 

Thank  you  very  much  for  your  testimony. 

Ms.  Jordan.  Thank  you,  Mr.  Chairman. 

Mr.  Sawyer.  If  there  is  no  further  business  to  come  before  the 
subcommittee,  we  stand  adjourned. 

[Whereupon,  at  2:40  p.m.,  the  subcommittee  was  adjourned.] 
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